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Condensed Statement of Condition, March 31, 1955 


ASSETS (Lire) LIABILITIES 
Cash, Balances with Banks & Capital 2 2. 2 ww cw cw I,150,000,000 
Money at call... ... 161,502,138,487 Ordinary Reserve Fund . . . —5,075,000,000 
Govt. & semi-Govt. Se- ee ee 
Invest- curities & Treasury 6,225,000,000 
ments Bills... ... 97,007,624,309 Deposits & Current Accounts 526,593,847,466 
Other Securities . .  6,730,297,647 Cheques in Circulation and 
Contango, Advances on Securi- circolari) . _. * + 15,536,307,911 
ties & Loans .. . + 234,861,301,155 Bills for adiesiten oe e 28,931,028,212 
Bills receivable . . . . . . 142,334,911,299 Guarantees & Acceptances in 
Sundry Accounts . . . . .  2,729,512,639 A/C of Customers. . . . 54,167,322,903 
. : " Sundry Accounts . . + 53,046,316,603 
Premises, Furnitures & Fixtures I 
a ee lacie Staff individual “ean as, 
Customers’ Liability for Gua- —..... . 11,832,326,519 
ae ee. - - sey Unearned Seeeue & én 
unearned Income . . . .  3,000,958,826 
699,333,108,440 ——__—__ 
699,333,108,440 


Securities deposited by Third : 
Parties . _ ‘cs . . + « 183,223,871,447 Depositors of Securities . aa 183,223,871,447 
Accounts veneer - 
ae Accounts . . : 11,652,562 
Bank’s Securities qunuming 
Staff Assistance & Retirement 


Special guaranteed Accounts 


Staff Assistance & Retirement 
Fund - Securities deposited 


by the Bank as Guarantee . 12,243,361,527 Peed ......0 es enneggiegy 
894,811,993,976 894,811,993,976 | 


AUTONOMOUS SECTIONS FOR SPECIAL CREDITS 


SECTION FOR CREDIT TO MEDIUM AND MINOR INDUSTRIES 
Capital, Reserves and Government Guarantee Fund L. 2,628,775,000 


_ SECTION FOR HOTEL AND TOURIST CREDIT 
Aggregate Capital and Reserves L. 743,404,496 


SECTION FOR CO-OPERATIVE CREDIT 
Capital and Reserves L. 2,625,202,521 — Government Guarantee L. 2,000,000,000 


SECTION FOR MORTGAGE CREDIT 
Aggregate Capital and Reserves L. 1,365,014,974 


SECTION FOR CINEMA CREDIT 
Aggregate Capital and Reserves L. 811,159,684 
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SUMMARY 


A series of investigations into the costs of the Italian banking system has been made 
during the last few years by Prof. Mario Mazzantini. Some results — which, in view 
of the fragmentary nature of the available statistical material, must be regarded as gene- 
ralisations of a rather broad character — are now summarized in the article entitled 
« Operating Costs of the Italian Banks». The article is based on an examination of 
the profit and loss accounts of 50 banks —- which at the end of 1953 held 83 per cent 
of the deposit and current accounts of the entire Italian banking system —, and divides 
the total of banking costs into two main groups: a) operating costs (personnel, taxes, 
losses, amounts written off, sundry expenses); and b) interest paid on saving deposits 
and current accounts. For each of these two groups and their respective components 
Prof. Mazzantini seeks to calculate the absolute level, and the relative weight in the 
total, during the years 1938 to 1953. 

The analysis is related to the difficult problems and the heavy burdens which were 
imposed on the banking system by the war and the inflation, and which explain the 
higher level and the changed structure of present banking costs compared with those of 
the pre-war period. The marked alteration in the structure of banking costs which took 
place between 1938 and 1953 is characterised particularly by the increase in the propor- 
tion of staff costs to the total. Since 1948, however, when the distortion reached its peak, 
a process of readjustment has been taking place. This is a reflection, on the one hand, 
of the efforts towards rationalization made by the banks, and, on the other, of the 
improved general conditions due to monetary reconstruction and economic development. 

« Undoubtedly — Prof. Mazzantini concludes — bank costs still remain relatively 
high. But between 1948 and 1953 operating costs were steadily reduced by a considerable 
margin in relation to total deposits... On the other hand, their relative decrease during 
recent years has been partly offset by the rise in interest paid on deposit and current 
accounts. The two categories of costs, however, are not to be lumped together in one 
item, because they indicate very different things. It is only the operating costs which 
can show how much the banking system is « costing » the community; interest paid, on 
the other hand, goes straight back to depositors. As a matter of fact the rise in rates of 
interest paid, coupled with a steady reduction in the rates charged by banks for loans 
of all kinds, has benefited both savers and the business community ». 

At present, the process of reducing bank costs is still continuing, and Prof. Mazzan- 
tini believes that further progress can be made in the near future. 


Prof. J.S.G. Wilson, who in an article on « The French Deposit Banks and the 
Banques d’ Affaires » published in an earlier number of this Review (No. 31, 1954) gave 
an account of the structure and operating techniques of the French banking system, 
offers a sequel in this number. In his second article, he examines « Post-war Monetary 
Policy in France », tracing its developments up to 1954 and throwing light both on the 








guiding principles of recent French monetary policy and on the ‘comparative effective- 
ness of the various concrete measures of credit control. 

From among the « lessons » that may be drawn from this highly varied and chang- 
ing experience the author emphasizes the desirability of combining the « ceiling tech- 
nique » with a positive and discriminating interest rate policy; the low degree of effect- 
iveness of qualitative controls prior to the introduction of quantitative measures; and the 
necessity that credit controls should be comprehensive and complementary so that they 
may influence the entire money and capital market. 


A statistical analysis of the relationships of costs and volume of operations in the 
various fields of activity of a bank may be useful for planning and also as evidence indi- 
cating whether an increase or decrease of efficiency is associated with a change in the 
volume of operations in any field. A method for such analysis is outlined by Dr. Pietro 
Castiglioni in the paper « Cost Analysis and Cost Forecasting in the Bank ». 


The system of « Invalidity, Old-age and Survivors’ Compulsory Insurance in Italy » 
for the employees and workers of private undertakings is analysed by Dr. Gina Papa 
with reference to its historical development from 1898 to 1952 and to its present cha- 
racteristics and problems. 

The central part of the article examines the social insurance crisis which occurred dur- 
ing and after the war, when inflation destroyed the real value of pensions, and sums up 
the essential features of the reforms carried out under the 1952 Act: simplification of the 
administration, adjustment of pensions to the new economic situation, increase in bene- 
fits, introduction of substantial State contributions, and their implications for the govern- 
ment finances and Italy’s general economic problems. The final paragraphs describe the 
operating mechanism of this law and report a series of statistical data that may be useful 
for putting the problems examined in a proper perspective. 


In his article on « Australian Post-war Immigration », Prof. Donald Cochrane offers 
an up-to-date statistical picture of immigration into Australia from 1945 to 1954, a pro- 
blem which is of special interest for Italian emigration. He briefly comments on the 
policy followed by the Australian government in this field, and on the effects which 
immigration has had on the country’s economy. 





The Banca Nazionale del Lavoro assumes no responsibility for opinions or facts stated by authors 
whose contributions are published in the present Review. 

All communications regarding the Review should be addressed to Banca Nazionale del Lavoro, 
Ufficio Studi, Roma, Via Vittorio Veneto, 119. 


Editor: Dott. Luic: Certani - Ufficio Studi, Banca Nazionale de! Lavoro 
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Operating Costs of the Italian Banks © 


| - The Statistical Sources and the Overall 
Cost Structure. 


1. — In Italy since the war there has been 
a good deal of talk about the problem of the 
banks’ expenses, chiefly because it is closely 
connected with another much discussed pro- 
blem that is of great importance to the business 
community: that is to say, the « high » level 
of the interest rates charged by the banks for 
loans to their customers. 

During recent years we have already devot- 
ed several articles to the subject of banking 
costs (1). Our object then was to state the 
main items which make up the total costs of 
the Italian banks; to compare the post-war 
conditions with those prevailing before the 
war; and to describe the current trends. In 
the present article we propose to supplement 
those earlier studies and bring them up to 
date. 

For this purpose the chief difficulty — and 
to some extent it is insurmountable — lies in 
the inadequacy of the statistics. In the main 
these come under two heads: 


a) the data published each month by the 
Bank of Italy in its « Statistical Bulletin » with 
regard to the Italian banking system as a 


whole; 


5) the balance sheets of individual banks. 


Unfortunately, owing to the way in which 
the Bank of Italy’s statistics are compiled, they 


(*) This is an abridged version of a paper appearing in 
« Moneta e Credito », a Quarterly Review published by the 
Banca Nazionale del Lavoro in Italian, No. 27, 3rd Quarter, 
1954- 

The term « bank » includes, in addition to ordinary com- 
mercial banks, savings banks and credit cooperatives. Institutes 
for medium-term credit are excluded. 

(1) See I costi di gestione delle banche italiane, in « Moneta 
¢ Credito », No. 7, 3rd Quarter, 1949; E possibile ridurre i costi 
di gestione delle banche italiane?, in « Moncta ¢ Credito », 
No. 16, 1951; and Ancora sui costi di gestione delle imprese 
bancarie, im « Bancaria », 1952. 


cannot be used for our present purpose (2). 
We have therefore been obliged to fall back 
on the profit and loss accounts of the indivi- 
dual banks. But even these do not provide an 
ideal source. The profit and loss accounts 
which Italian banks publish are subject to no 
rules laying down their arrangement or what 
they are to contain (3). And they are made 
out in widely different forms, being often so 
synthetical that no statistical study can be 
based on them. This makes it frequently 
necessary in the present article to fall back on 
estimates and assumptions, so that readers 
should use caution in drawing deductions 
from the results. These results moreover refer 
to the banking system as a whole or to the 
main categories of institutions in it (4); they 
accordingly conceal the differences between 
institutions, even though such differences may 


be great. 


2. — In our first article, in 1949, we dealt 
with 10 banks, and in 1951 the second cover- 


(2) The chief reasons why they cannot be so used are as 
follows: 

(a) The administrative costs, the interest paid and discount 
under all heads, are lumped together into a single item called 
« expenses and losses ». 

(b) Many banks set off the interest paid on current ac- 
counts against the interest received on loans; they set off the 
discount paid on bills rediscounted against that received on 
bills which they discount for customers, and so forth. 

(c) The item « expenses and losses » as well as the cor- 
responding item on the side of receipts, appears only as from 
the end of 1949 onwards. The 1938 statistics on the other 
hand indicate only the total net profit for the year, or losses 
if any. This makes comparison impossible. 

(d) A study of the three « banks of national interest » 
revealed that for 1949 and 1950 the Bank of Italy’s official 
statistics showed « expenses » at 19,725 million and « losses » 
at 22,455 million, whereas the profit and loss accounts of the 
three banks in question showed these items at 33,490.4 million 
and 37,384.2 million respectively. No explanation of these sub- 
stantial differences could be found. 

(3) Italian banks send to the Bank of Italy quarterly state- 
ments which are drawn up on uniform lines; but these state- 
ments are not available to the public. 

(4) « Public Law Credit Institutes » (five); « banks of natio- 
nal interest» (three); private companies or firms; credit coope- 
ratives; and savings banks. 
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ed 24. This time we deal with 50, including 
all the 24 previously discussed, and for all 50 
we have obtained the full set of balance sheets 
from 1937 to 1953. The sample is made up 
as follows: 


— 5 « public law credit institutions », being 
all that exist in this class (Banca Nazionale del 
Lavoro, Banco di Napoli, Banco di Sicilia, 
Istituto S. Paolo di Torino, Monte dei Paschi 
di Siena); 

— 3 «banks of national interest », these 
too being all that exist (Banca Commerciale 
Italiana, Credito Italiano, Banco di Roma); 


COMPOSITION OF ITALIAN BANKING COSTS: PERCENTAGE FIGURES 


Items 








Interest on saving deposits. . . . . . . «| 
Interest on current accounts 


Interest paid - Total . 


| 
Expenditure on personnel . . . . . - s e | 
Taxes and dues . orn 
Losses, amounts written off, etc. «Sie ree 
Gy eee rn Ea te Se, Oe 


Operating costs - Total 





— 17 banks incorporated as companies or 
private firms, whose total assets at the end of 
1953 represented 67°, of those of all banks 
in this category; 

— 12 credit cooperatives, with total assets 
representing 79° of all those belonging to 
such institutions at the end of 1953; 


— 13 savings banks, with total assets re- 
presenting 55% of those of all savings banks. 


Taken together, the 50 banks at the end 
of 1953 held 83° of all deposits and current 
accounts in lire in the Italian banking system. 
But owing to the differences of arrangement 
already mentioned it was unfortunately not 
always possible to add together corresponding 
items from the balance sheets of all of them. 
That could be done only where the figures in 
the balance sheets of the various banks were 








found to show certain categories of expendi- 
ture in a sufficiently uniform manner (5). 


3. — We propose in the present study to 
classify the Italian banks’ costs as follows: 


I. - Administrative expenses (or operat- 

ing costs): 

— expenditure on personnel, social se- 
curity, pensions, grants, etc.; 

— taxes; 

— losses, amounts written off, applied 
to depreciation, etc.; 

— sundry expenses. 


























Tass I 
1938 1948 1953 
o ar ) atic; sieicatieisabiidstal 
69 2 | 52 CO .. Le 10 
| 13 48 6 | 67 20 
—|- a ce te pe ee 
100-~—C | (42) 100) | (12) 100 (30) 
| | 
ee 24 68 | 60 60 42 
15 u 4 | a 7 5 
17 10 an. 13 10 7 
27. | 15 13 11 23 16 
100 (58) 100 (88) | 100 (70) 
— | — —— _ == — 
100 100 100 











Il. - Interest paid: 
— on saving deposits; 
— on current accounts. 


(5) The following comment may be offered: 

A) Among the administrative expenses or operating costs 
the item most commonly found in the statements of the 50 
banks that were examined is « taxes ». This is found in the 
case of 37 banks, while expenditure on personnel is shown 
separately in the case of only 19, not including any of the 
larger institutions. 

As regards the losses, amounts written off, applied to 
depreciation, etc, the statements of 18 banks (including 10 
savings banks) show separate items; but there is obviously 
great divergence in what these contain. 

Nor can it be said that the amount of the operating costs 
shown in the statements really represents all that was spent, 
without any offsetting of expenditure against receipts. In many 
banks it must be supposed that the contrary was the case. 

The statements of some banks indicate only one or two 
items of expenditure. For further details see the table in foot- 
note (6). 

B) Matters are no better in regard to the interest paid. 
Of the banks whose statements we examined only 10 indicated 
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The general breakdown of banking costs 
is summarised in Table I. The percentage 
ratios there shown make it possible to point 
out in a general way several significant aspects 
of the matter, even though there are so many 
gaps in the statistics that the results cannot 
be regarded as indicating anything more than 
trends. 

Among the items making up bank costs 
in 1938 the largest share, of 29°, was taken 
by interest on saving deposits. Next came 
expenditure on personnel with 24°, sundry 
expenses 15°, imterest on current accounts 
13°, amounts written off 10°%/ and taxes 9°%. 
By 1948, after war and inflation, the situation 
had radically changed. Interest on saving 
deposits had dropped to the modest level of 
6°, while the expenditure on personnel alone 
took 60°, being followed a long way behind 
by depreciation at 13°. The interest on 
current accounts had also fallen from 13°/ 
to 6%. 

From 1948 onwards, in the new conditions 
of stable currency, a better balanced pattern 
began to emerge. The expenditure on person- 
nel, although keeping first place, steadily 
dropped to 42°% of the total costs in 1953. 
Meanwhile the interest on current accounts 
rose considerably, reaching 20°/, of total costs 
in 1953 as against only 6° in 1948 and 13% 
in 1938. 

Total erory paid, after falling from 42°/, 
in 1938 to 12°/ in 1948, was up to 30% again 
in 1953. Meanwhile the administrative costs, 
after going up from 58° in 1938 to 88° in 
1948, steadly fell to 70°% in 1953. But the 
ratio of these costs to the total still remains 
higher than before the war, mainly because of 
the rise in cost of personnel, even though the 
average rates of interest paid on saving de- 


both the interest paid on saving deposits and also, as a separate 
item, that paid on current accounts. 12 banks make it im- 
possible to see the amount of interest paid even on saving depo- 
sits, indicating this in items obscurely described, or even lump- 
ed together with discount paid, interest paid on advances and 
loans received, or brokerage and commission paid, as well as 
in some cases with interest paid on current accounts. A further 
28 banks regularly show the interest paid on current accounts, 
but add such subsidiary items as depreciation, so that there is 
ground for supposing that they may have offset the interest 
paid on current accounts against the interest received on lend- 
ings to customers, 


posits and current accounts probably rose to 
some extent between 1938 and 1953. 


ll - Administrative Expenses. 


4. — Let us now turn to the administrative 
expenses, these being the main subject of this 
article (6). Table II shows the movement in 
them for the whole of the Italian banking 
system from 1938 to 1953. 

As will be seen, in 1953 the administrative 
expenses for the entire Italian banking system 
were close to 200,000 million lire; and they 
were more than roo times as great as in 1938, 
while the deposits and current accounts were 
63.6 times their 1938 size. The rise in admi- 
nistrative expenses was thus much greater 
than that in deposits and current accounts. 
But the divergence occurred entirely during 
the war and the early post-war years. From 
1949 onwards there was on the contrary a 
tendency for the difference to become smaller. 
We then find both indices still rising, but the 
deposits and current accounts do so faster 
than the administrative expenses. 

It is worth repeating that the post-war rise 
in administrative expenses (or operating costs) 
was mainly due to the cost of personnel. 
Whereas this accounted for 41°/, of the operat- 
ing costs in 1938, the corresponding proportion 
was as high as 68° in 1948, although it then 


(6) As regards administrative expenses the figures given in 
the text are based on the statements of banks in the various 
groups as follows: 


| 





| Banks considered for the follo- | 


| | Number of | i _wiag items of expenses 
Bank categories | 








| banks consi- | Sinking 
dered — | Taxes and | |fands, Los- 
dues ses, etc. 


j-—- ——  —-— — 


| 
| Public Law Credit | 

















| Institutes . 5 : | : | 3 
Banks of National | | 
Interest. . - 3 — | 2 | I 
Ordinary Credit 
Banks . . 7 OC 4 rt 2 
Peoples’ Co-operati- | 
ve Banks. . | 12 5 10 «(| 2 
Savings Banks. . | 13 9 | 13 | 1 
Total . . 5° (| 19 | 37 | 18 
| Operating costs in | | 
1953 (millions | 
of lire) . - | 159-331 | 33:646.6 85,522.9| 82,186.4| 


| aay | 53-6% | 


Cem. « « of] et 


51.6% | 








6 Banca Nazionale del Lavoro 


fell to 60% in 1953. Taxes would appear to 
have declined from 15° in 1938 to 4% in 
1948, and then risen to 7% in 1953. A note- 
worthy relative decrease seems to have occured 
in the « losses, amounts written off, and appli- 
ed to depreciation», which dropped from 
17% in 1938 to 15% in 1948 and 10% in 
1953. A warning must however be given that 
this item is of highly doubtful significance, 
and the percentages relating to it should be 
treated with great caution. It probably over- 
laps with the « sundry expenses », since the 
combined percentage for the two items shows 
remarkable steadiness. 


5. — Let us now try to arrive at the cost 
— for the banking system as a whole, and 
for the five main groups which make it up 
(7) — of administering 100 lire of deposits or 
of resources in any other form. 

To do this we need to know the absolute 
amount of the operating costs and of the funds 
administered, in each group of banks. The 
absolute figures for administrative expenses are 
given in Table III, which is an extension of 
Table II. As for the other element in the 
ratio, namely the funds administered, one 
could take: 


a) lira saving deposits and current ac- 
counts; or 

5) total assets — of course greater than 
a); or 

c) total assets plus acceptances for ac- 
count of customers, guarantees given for cus- 
tomers, and confirmed credits opened; or 

d) the amount of a) plus that given in 


the statistics for customers’ securities held in 
safe custody. 


If the ratios between a), 4), c) and d) were 
constant over a period of time, then use of 
any one of the four would merely shift in 
equal proportion the percentage ratios which 
we are going to calculate. But in fact those 
ratios vary not only between groups of banks, 
but also from year to year between banks in 
the group. 

What is more, the banks’ business is not 
confined to collect money on time deposit and 


(7) See footnote (4). 


current_account and lending it out; they ren- 
der sundry services, recorded in the balance 
sheets under separate headings. One need 
only think of foreign exchange business, col- 
lections, accommodation by way of endorse- 
ment and so forth. For these reasons it 
appears best to take c). However, in view of 
the preminent importance of time deposits 
and current accounts, we have also worked 


out the ratio of administrative expenses to 
these. 


Taste Il 
OPERATING COSTS IN THE ENTIRE BANKING SYSTEM 





= = oo 


| 








: Deposits and 
Canine we current accounts 
Year ial a 
Millions | 19dex | Index Index | Index 
| of Ii (1938 | (prev. | (1938 | (prev. 
of lire | =1) | year = 1) =1) | year = 1), 
| | | | 
1938 | 1,824 





1948 | 100,294) 55.- — | 2238}; — 
1949 | 122,391) 67.1 1.22 30-7 1.34 


1950 136,204 74-7 | 4.01 36.8 | 1.20 
1951 | 156,348/ 85.7 | 1.15 42.6 1.16 
1952 178,305 | 97.8 1.14 52.8 | 1.24 
1953 | 196,687, 107.8 | 1.10 63.6 | 1.20 


We have also calculated for each category 
of banks the ratio between total assets and 
total deposit and current accounts, each as 
annual averages (Table IV). The object is to 
show to what extent the banks in each cate- 
gory do business which goes beyond simply 
employing deposits (8). Clearly the indication 
thus obtained is valid only in so far as the 
banks’ subsidiary activities give rise to entries 
in their balance sheets. 


6. — The figures in Tables III and IV 
make it possible to express the Italian banks’ 


(8) As will be seen from Table IV, at the « public law 
credit institutions » and at the « banks of national interest » 
the subsidiary activities showed a noteworthy increase in extent 
after the war as compared with 1938. This tendency became 
less pronounced during the last tree years (1951-52-53), more so 
at the public law credit institutions (which returned almost to 
the pre-war state of affairs in this respect) than at the banks 
of national interest. 

In the other categories of banks the variations in the ratios 
were smaller. Between 1938 and 1953 the ratio of total assets 
to deposits and current accounts for banks in the form of 
limited companies fell from 1.47 to 1.35, that for credit coope- 
ratives dropped from 1.40 to 1.34; and that for savings banks 
rose from 1.29 to 1.34. 
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Operating Costs of the Italian Banks 


operating costs in per cent both of their depo- 
sits and of their total assets. The result of 
doing so is given in Table V. 

As will be seen, for every 100 lire of total 
assets the banks in 1953 incurred administra- 
tive expenses amounting to 3.6 lire as against 
2.2 lire in 1938. On every 100 lire of deposits 
and current accounts the charge for adminis- 
trative expenses was 5.6 lire in 1953 as com- 
pared with 3.3 lire in 1938. The maximum 
level would seem to have been reached in 
1948, when the expense ratio was 5° and 
7.9°%/, respectively on the two bases. Between 
1948 and 1953 there was thus considerable 
improvement, reflecting the efforts made by 
banks to achieve greater efficiency and pro- 
ductivity. Between those two years the reduc- 
tion in costs would seem to have reached 28°, 
to 29% for the banking system as a whole, 
with peaks of 33% for « public law credit 
institutions » and « banks of national interest » 
and an average of 24% for the other cate- 
gories. 

This return towards pre-war conditions 
represents a movement towards a better ba- 
lanced pattern. The increasingly high rate of 
remuneration offered from 1948 to 1953 on 
deposits and current accounts was made pos- 
sible by the relative decline in operating costs. 


7. — We have already pointed out the 
great relative importance of expenditure on 
personnel since the war. The growth in this 
item results partly from the rise in salaries 
which, even in real terms, would seem on the 
average to have exceeded the devaluation of 
the currency. But it is due still more to the 
increase in the total staff employed from 53,000 
in 1938 to 93,000 in 1953. This increase in 
turn largely reflects the changed conditions 
which have made banking work more com- 
plex, laborious and intricate. This is not the 
place to enter into a detailed analysis of these 
factors. We must confine ourselves to pointing 
out some further principal causes of what 
occurred. 

First of all, many departments are now 
carrying a much heavier burden of clerical 
work in connection with new services of a 
public nature for which the banks have been 
made responsible, such as the foreign exchange 
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regulation, the administration of import and 
export controls (and furthermore the volume 
of Italian foreign trade has grown consider- 
ably larger as compared to prewar), etc. 

In the second place, the réle of Italian 
banks as account-keepers for the community 
is now much more important than it used 
to be before the War (10). The range of 
banking services made available to the public 
has become broader and more diversified, 
while the number of bank customers has in- 
creased substantially. In other words, in Italy 
too, the function of the banks as « ledger 
clerks » for the whole community has increas- 
ed in importance as compared to the tradi- 
tional function of « capital intermediaries ». 

In the third place, there is a series of ma- 
ladjustments connected with the devaluation 
of the lira (to be discussed more throughly 
in para. 11 below), including: 


— the inadeguate adjustment of the 
average value of each transaction to the pro- 
cess of monetary devaluation (11). This in- 
creases the book-keeping work and the numb- 
er of accounting entries; 


— more work is entailed in handling 
and holding cash because the denominations 
of bank notes have not been increased enough 
to correspond to the devaluation of the lira; 


— for the same reason more work is 
required for handling and holding securities 
in the form of shares, Government and other 
bonds and the coupons belonging to them; 

— the clerical and accounting work is 
increased by the need to write numbers with 
more digits to express the same real values as 
in 1938. This difficulty has now been partly 
overcome by dropping the centesimi and show- 
ing amounts to the nearest lira. 


Lastly, we should mention the increased 
number of bank branches from 7,384 in 1938 


to 7,874 in 1953. 


(10) In this respect, the expansion of current accounts and 
cashier checks is highly significant. The former increased 111 
times from 1938 to 1953 (saving deposits having increased only 
53 times); the latter increased 97 times (end of year figures). 

(11) That is to say the average size of each savings bank 
book, each current account, each inward or outward payment, 
each bill discounted or collected, each circular cheque, the 
average par value of each security representing bonds or 
shares, etc. 
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The increase in the number of bank em- 
ployees has caused a reduction in the amount 
of funds administered per employee. In 1953 
there were 93,000 members of bank staffs ad- 
ministering 3,531 billion lire of deposits and 
current accounts, whereas in 1938 there were 
53,000 administering 3,108 billion lire (lire 
with 1953 purchasing power). The corre- 
sponding figures for average total assets were 
5,401 billion in 1953 and 4,488 billion in 1938. 
Thus the average amounts handled per em- 
ployee were 38 and 58 million lire in 1953, 
as against 58.6 and 84.7 million in 1938 (12). 


lil - Cost of Interest Paid on Deposits and 
Current Accounts; Total Costs. 


8. — It is more difficult to investigate the 
pattern and the amount of the expenditure on 
interest, more particularly the interest on cur- 
rent accounts (13). Indeed, the cost of interest 
on current accounts is the really unknown 
element in any attempt to arrive — on a sta- 
tistical basis — at the probable composition of 
costs in the Italian banking system. 

As has been already stated in footnote 5, 
only 10 of the 50 banks considered (14) show 
in their published statements what they paid 
out in interest on current accounts separately 


(12) The actual amounts for 1938 have been multiplied by 
53, this being the wholesale price index for 1953 on the basis 
of 1938=1, so as to convert them into 1953 lire. 

(13) In Italy, debit (minimum) and credit (maximum) bank- 
ing interest rates are fixed by the so-called « banking cartel ». 

The first cartel agreement was signed in 1919 by the four 
leading Italian banks of that time. Later, under the « Banking 
Act of 1936», the rates for the various transactions and the 
terms of banking services came under the control of the mo- 
netary authorities, which were empowered to establish maximum 
or minimum rates. In the early fifties official limits were being 
generally disregarded, and, with the toleration of the author- 
ities, the competition among Banks became very keen also in 
the field of rates. The rates paid on deposits rose to unusually 
high levels, especially for sizeable current accounts for which, 
in 1953, there was a tendency to exceed 4% per annum (as 
compared to an official ceiling of 0.50%). 

At the end of 1953, the Banks — which were feeling the 
adverse effects of excessive competition through rates of inte- 
rest — signed a new voluntary agreement, rather complicated 
and favorable to large current accounts. The Agreement was 
renewed for 1955, with some changes (the 4°, maximum rate 
can be granted only for current accounts held by special cate- 
gories of depositors and showing an average annual balance of 
at least 500 million Lire. The same rate is also payable on 
deposits fixed for at least one year). 

(14) 2 public law credit institutions, 7 limited liability com- 
panies and 1 credit cooperative. 


from the interest paid on saving deposits (15). 
The figures for these ten banks indicate that 
in 1938 the total interest paid represented 
42.3°/, of the total costs, while the balance of 
57-7°/ represented administrative expenses (16). 
In 1948 the interest load had fallen from 42.3% 
to 12.3°/,, only to rise steadily during the next 
few years to the level of 25.7°/ in 1953. 

Would it be safe to regard this percentage 
as applying to the whole banking system? 
We think not. In Table I indeed the ratio 
of expenditure on interest to total bank costs 
was put, for the whole banking system, not 
at 25° but at around 30%. We cannot en- 
large here on the reasons for this adjust- 
ment (17). They are however based on the 
difference in relative importance of current 
accounts, and in the growth of operating costs, 
as between the 10 banks and the banking 
system as a whole. 

In the field of expenditure on interest, 
in the whole banking system, the growing 
weight of interest paid on current accounts is 
highly significant. This rose from 31% of 
total interest costs in 1938 to 48° in 1948, 
and to 67° in 1953. The rise can be explain- 
ed only in part by the higher rate of growth 
in current accounts than in saving deposits; 
aside from that it reflects the favoured treat- 
ment accorded to current accounts of a certain 
size under the pressure of competition, which 
had become especially keen in the period pre- 
ceding the inter-bank agreement of January, 
1954. 


(15) Even for these 1o banks one must certainly make 
reservations as to whether all the costs are shown in their 
profit and loss accounts. Probably for instance the discount 
paid on rediscounted bills (amounting to considerable sums, 
especially for those banks which finance grain storage agencies), 
the interest paid on carry-over loans and advances taken, and 
the commissions paid to correspondents for collections or other 
services, as well as other outgoings have been set off against 
receipts of a similar nature. In fact the 10 banks in question 
show outgoings under these heads in 1953 to the extent of 
only 260.3 million lire, which we have neglected. Actually it 
is quite reasonable to set off the outgoings against the receipts 
under these heads, and the practice does not seriously hinder 
interpretation of the figures. 

(16) Before deduction of « category A income tax » paid by 
the banks on deposit interest without the right of recovery 
being exercised. If this tax is deducted from the operating 
costs and added to the interest paid, the latter would amount 
to at least 50% of the total costs. 

(17) The point is discussed in the Italian edition of this 
article. See « Moneta ¢ Credito », No. 27, 3rd Quarter of 1954. 
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g- — The average level of the rate of 
interest now paid on deposits and current 
accounts as a whole is not shown in the avail- 
able statistics, nor can it be calculated there- 
from. The best that can be done is to estimate 
the rate. We have put it at 2.50% for the 
whole banking system in 1953. If it is borne 
in mind that for 1950 we put the average rate 


between: total costs and funds administered 
for the individual groups of banks and the 
banking system as a whole in 1953. It will 
be seen that for cach 100 lire of total assets 
administered the banks in that year had ex- 
penses of 5.2 lire, while on each too lire of 
deposits and current accounts the charge was 
8 lire. 

















TOTAL COSTS IN ITALIAN BANKING SYSTEM FOR 1953, BY BANK CATEGORIES Taste VI 
Administered funds Total costs % Ratio 
: of total of total 
Deposit Credit Operating costs to de-| costs to 
and current, Total assets. Total | posit and ' 
accounts specs Casts current puta 
| accounts assets 
I 2 3 4 5 6 7 
(milliards of lire) 
Public Law Credit Institutes . 809.0 154594 20.2 49.1 69.3 8.5 4-7 
Banks of National Interest 855.6 1,422.7 21.4 46.8 68.2 7-9 4-7 
Ordinary Credit Banks . 793-1 1,074.7 19.8 36.7 56.5 7. 5-2 
Peoples’ Co-operative Banks . 370-2 497-5 9-3 15.9 25-2 6.8 5.0 
Mevtned Bethe write <t% Sue). Ineo 79305 946.9 17-6 48.2 65.8 9.3 6.9 | 
| VET Soe tee Mee OTS Se os of fl 190 
Total . 3531-4 5,401.2 88.3 196.7 285.- 80 | 5-2 
Percentage distribution . 30.9 69.1 100 


of interest on deposits at around 0.60% (18), 
the extent of the upward movement during 
the last few years becomes evident. By 1953, 
in fact, credit interest rates had reached 
levels definitely higher than before the war, 
since it may be assumed that the average level 
in 1938 was lower than 2.50%. 


10. — On the assumption that the average 
rate of interest paid to depositors was 2.50°/,, 
Table VI sets out to show the amount and 
the breakdown of total costs in the Italian 
banking system. Readers should especially 
notice columns 6 and 7, showing the ratio 


(18) See Ancora sui costi di gestione delle banche italiane, 
loc. cit. 


These ratios, however, are to be taken with 
considerable caution. It should not be inferred 
therefrom that the banks, in order to break 
even, must obtain from their assets an average 
gross profit of not less than 5.2%. The ave- 
rage return from total assets (and it should 
not be forgotten that this is an average de- 
riving from widely diversified elements, in- 
cluding non-interest-bearing items and items 
yielding little interest) can be somewhat lower, 
because an overall calculation of receipts 
should include all monies received by the 
banks from the so-called « subsidiary ser- 
vices ». The latter have acquired increasing 
importance in the last few years, and not 
always do they result in entries in the balance 
sheets of the banks. 
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IV - Prospects for Bank Costs. 


11. — During the first few years after the 
war the growth of bank costs seemed closely 
connected with inflation and the related con- 
traction in total deposits and current accounts 
expressed in real terms. This aspect of the 
matter tended to overshadow all the other 
factors which also went to swell the bank’s 
administrative expenses. But those factors be- 
came apparent when the fog of inflation clear- 
ed, and total saving deposits and current ac- 
counts first equalled and then exceeded the 
1938 figure in terms of real values. 

Evidently, if the banks’ deposits keep on 
growing to a considerable extent, their operat- 
ing costs ought to feel the benefit. Indeed, 
the hope that the ratio of costs to funds ad- 
ministered can be further appreciably reduced 
is mainly based on that expectation. Yet 
nobody can at the moment foresee how fast 
the deposits and current accounts will grow. 
Nor would it be safe to extrapolate the curve 
as found for the years 1948 to 1953, which 
would indicate growth at an average annual 
rate of about 20%. 

Apart from growth in the total of deposits 
and current accounts, the possibility of further 
reducing bank costs depends on a number of 
conditions relating to organisation and tech- 
nical methods. While these may in the aggre- 
gate be of considerable importance, the banks 
are in many cases unable to change them. Let 
us recapitulate : 


A) In paragraph 7 we pointed out that 
bank note denominations had not been raised 
to accord with the devaluation of the cur- 
rency (19). On 30th September, 1951 a mil- 


(19) On 31st December, 1938 there were in circulation 115 
million Bank of Italy notes of denominations ranging from 50 
to 1,000 lire and amounting to a total value of about 19 bil- 
lion lire. On the average, therefore, 6,069 notes were needed 
to make up each million lire. 

On 31st December, 1953 there were in circulation 411 mil- 
lion Bank of Italy notes, of denominations ranging from 500 
to 10,000 lire, and amounting to a total value of about 1,448 
billion lire. Accordingly, 284 notes were required to make up 
every million lire. The notes for 50 and too lire have become 
notes of the Government, but must be included in the calcul- 
ation so as to keep the basis the same. On 31st December, 
1953 they numbered at least 400 million, their total value being 
about 30 billion lire. At that date, therefore, there were alto- 
gether 811 million notes in circulation, to a total value of 1,478 
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lion current lire required 663 notes of various 
denominations on the average. The number 
required in 1938 was 6,069; but, if this is 
divided by 56, being the proportion in which 
wholesale prices had risen by 1951, it becomes 
only 108. Thus the work of cashiers has been 
increased in the ratio of 663 to 108, that is 
multiplied by 6.1. There was certainly some 
improvement between 1951 and 1953, when 
this ratio dropped from 6.1 to 4.8; and this 
no doubt contributed towards the relative 
decline in bank costs during those years. But 
we are still far from having returned to the 
conditions existing in 1938. 

It is not easy to express this unbalanced 
position in terms of the greater cost of the 
cashiers’ work to the banks. There can how- 
ever be no doubt that the increase in cost is 
substantial, because certain cost elements in 
the cashiers’ department are closely propor- 


tionate to the quantity of notes and coins 
handled. 


B) The banks are also having trouble 
with their work in connection with securities 


such as shares and Government and other 
bonds. The total number of securities cir- 
culating in Italy would seem to be not less 
than 50 million actual pieces of paper, without 
counting the Ordinary Treasury Bills, of 
which however not many circulate. To the 
question whether the average par value of 
each security is high enough in view of the 


new post-war value of the currency the ans- 
wer is definitely « no » (20). 


billion lire, so that there were on the average 550 notes for 
every million present-day lire. 

Applying a devaluation coefficient of approximately 53 one 
finds that for each million present-day lire the number of 1938 
notes required would be - =115. Thus the ratio between 
1938 and 1953 is 1:2.3 if the 50 and 100 lira notes now issued 
by the Government are excluded, and 1:4.8 if they are in- 
cluded. 

(20) The par value of cach mortgage bond is at present 500 
lire, the same as it has always been. 

The securities representing Government consolidated and 
redeemable debt have not been the subject of any great changes. 
Only in the case of the 3.5% redeemable debt 1934 have the 
securities been compulsorily exchanged into new ones of a par 
value of 1,000 lire each, while a similar scheme is contemplated 
for the 3.5% rentes of 1902 and 1906. 

In the case of Treasury Bills the par value of each security 
has been raised from 500 to 5,000 lire in the most recent issues. 

The par value of bonds of companies and public institutions 
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C) Moreover, the average value of each 
bank transaction of the common types is also 
too low in view of the devaluation of the 
currency; but it seems fair to suppose that the 
market docs not feel the need for an all- 
around revaluation. Let us make this point 
a little clearer: 


(1) From certain incomplete statistical 
records of investigation it would seem that 
only the denominations of circular cheques 
and of the cheques issued by the Central 
Institution for Savings Banks are on the ave- 
rage as large as they were before the war. 
But it would also seem reasonable to suppose 
that this results merely from the wide use of 
cheques of high denomination, say of 3 to 5 
million lire each, and not from any increase 
worth mentioning in the amount of the che- 
ques issued each year as a whole. 


(2) Nor has there been an adequate 
rise in the average size of saving deposits and 
balances on current account. Their number 
on 31st December, 1953 was extremely high 
at 19,247,241; and this fact helped to increase 
operating costs. It has been suggested that the 
number of deposit accounts is actually much 
larger than the number of depositors. This 
suggestion is based partly on knowledge of 
depositors’ habits, and is supported by the fact 
that active customers of the banks at the end 
of 1953 numbered only 2,846,855. It is there- 
fore to be hoped that the banks may devise 
some means of substantially reducing the 


is tending to be generally fixed at 5,000 lire, whereas in the 
past it was usually 500 or 1,000 lire. 

As to shares of companies the only regulation is contained 
in the Law of 1948 with regard to cooperatives; it lays down a 
minimum par value of 500 lire. For other companies the par 
value of the shares ranges from one lira upwards, while par 
values of 100, 250, 500 and 1,000 lire are frequent. If one takes 
only those shares which are officially quoted on stock exchan- 
ges, the average par value works out at roughly 7 times what 
it was in 1938. 

It is true that the use of certificates representing a number 
of shares avoids much of the trouble and expense entailed in 
handling securities; but it is often necessary to refer to the 
original par value, which brings the expenses up again. Nor 
is it possible to say whether the use of multiple certificates is 
as widespread as it ought to be. 

It may finally be mentioned that Royal Decree Law 
No. 1148 of 25th October, 1941, by requiring that all shares 
must be in registered form, considerably increased the volume 
of work falling on the banks by comparison with 1938 and 
the pre-war period. 


number of their deposit accounts, with a cor- 
responding reduction in costs. 

(3) Even more intractable, if one may 
judge from the scanty data collected, is the 
problem of dills of exchange. The average 
amount of the individual bill would seem to 
have remained ever since 1948 at around 37 
times what it was in 1938. 


D) Finally, certain other statistics which 
have been collected suggest that the period 
which elapses between each banking transac- 
tion and the next one of the same kind grew 
shorter between 1938 and 1953. This again 
means a relative increase of work for the 
banks. 

To conclude, if the ratio of bank costs to 
administered funds is to be brought down fur- 
ther, then the growth of deposits which has 
occurred during recent years must continue, 
while any increase in costs must be kept 
within narrow limits. Further, the average 
size of each transaction must be made to 
accord better with the reduced value of the 
currency; the many hindrances and restrict- 
ions must be removed or made less irksome; 
and the banks must be tireless in rearrang- 
ing and improving their own organisation 
and accounting systems. Finally, competition 
among the banks must not prevent an agree- 
ment to fix deposit rates on a sound basis, 
reconciling the need to increase banking re- 
sources with the equal need to keep the cost 
of bank loans within such limits that they 
can be borne by borrowers. 


12. — There can be no doubt that bank 
costs still remain relatively high, mainly be- 
cause of the heavy burden of expenditure on 
personnel. And yet, if the facts are realisti- 
cally considered, it must be said that between 
1948 and 1953 operating costs were steadily 
reduced by a considerable margin in relation 
to total deposits. The average amount of 
funds administered per employee has risen; 
the banks have done much to rationalise their 
work and improve productivity; and these 
facts together have produced considerable re- 
sults. One result was to make it easier to 
pay higher rates of interest to holders of saving 
deposits and current accounts in the way that 
has been several times mentioned. 
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As can be seen from the figures given in 
this article, the relative decrease in operating 
costs during recent years has been partly offset 
by the rise in interest paid on deposits and 
current accounts. These two categories of 
costs however are not to be lumped together 
in one item, because they indicate very dif- 
ferent things. It is only the operating costs 
which can show how much the banking 
system is « costing » the community; interest 
paid, on the other hand, goes straight back 
to savers. As a matter of fact the rise in rates 
of interest paid, coupled with a steady reduc- 
tion of the rates charged by banks for loans 
of all kinds, has benefited both savers and the 


business community (21). In the case of cur- 
rent accounts, which now represent about half 
the total of deposit and current accounts to- 
gether, there is ground for wondering whether 
the rates of interest paid in 1953 and 1954 did 
not reach too high a level in view of the fact 
that such accounts ought by their nature to 
represent working cash balances. The future 
inter-bank agreements ought to exert a mode- 
rating function. 
Mario MazzantTINI 


(21) From 1950 to 1953, while the average general rates on - 
deposits and current accounts increased probably from 0.60% 
to 2%%, the overdrafts rates in the major cities decreased to 
under 8% for clients with excellent credit ratings, and the 


rates on commercial bills are now ranging around 6%. 
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I. 


When France was liberated from German 
occupation in 1944, economic activity was at 
a low ebb. War damage was considerable and, 
over a period of years, French production and 
manpower had been drained off to be fed into 
the German war machine. The bulk of these 
« unrequited exports » was paid for in occu- 
pation currency and the volume of notes issued 
increased steadily. After liberation, the intro- 
duction of Allied currency further inflated the 
supply of money. There was also the legacy 
of the 1930's when — apart from a partial 
recovery in 1937 — production had been sta- 
gnant and the capital resources of the country 
had been allowed to run down to danger 
levels. Moreover, the whole nation was now 
in revolt against all types of restrictions asso- 
ciated with the occupation and therefore in 
no mood to accept a policy of austerity and 
self-discipline. Evasion of control had almost 
become a patriotic duty. Yet the situation 
clearly demanded strong action. Production, 
including the provision of the plain necessi- 
ties of life, had to be raised rapidly. The 
reconstruction and re-equipment of the eco- 
nomy was a matter of great urgency. Some 
attempt to halt the rise in prices was impe- 
rative and the deficit in the balance of pay- 
ments had to be bridged. 

In the early stages, the main emphasis of 
postwar economic policy was on nationalisa- 
tion, which was applied to the basic indus- 
tries and to the more important banks, includ- 
ing the Bank of France. The legislative basis 
for the latter part of the government’s pro- 
gramme was completed by December 1945, 
though it is difficult to see what major con- 
tribution nationalisation was of itself expected 
to make. Much more important were the wide 
powers of control and regulation accorded to 
the National Credit Council, acting in co- 


operation with the Bank of France and the 
Banking Control Commission. Of this trio, 
the Council was the policy-making arm of 
authority. Its members represented a wide 
range of economic, financial and government 
interests and included officials from the Trea- 
sury, the Ministry of Economic Affairs and 
the Economic Planning Commission. Its role 
was primarily consultative, though it was also 
responsible for the registration of banks and 
of financial houses, the opening and closing of 
branches and the determination of rates and 
commissions to be charged by commercial 
banks. It might also act as a tribunal of 
appeal (e.g. against the classification of a 
bank in one or other of the specified cate- 
gories by the Banking Control Commission 
and against decisions of the Government com- 
missioners attached to the bangues d'affaires). 
The Bank of France, through its specialised 
services, also helped to form policy, but its 
more obvious functions were executive. Its 
task was to implement credit policy. It did 
this both by influencing the cash base of the 
commercial banks and by variation of its 
rediscount and advances rates. Finally, there 
was the Banking Control Commission, with 
a heavy weighting of official representatives. 
whose job it was to « police» the banking 
system by supervising its operations and by 
requiring the observance of certain ratios. It 
also served as an appeal tribunal (against cer- 
tain types of decisions of the National Credit 
Council). It was sometimes difficult to be 
sure where the frontiers of responsibility of 
the several authorities began and ended, but 
an effective liaison was assured by the strategic 
positions held by the Governor of the Bank 
of France, who was ex officio Vice-President 
of the National Credit Council (and its effec- 
tive chairman since its political head was 
rarely present) and President of the Banking 
Control Commission. In addition, there were 
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the personal contacts between the officers of 
each of these bodies and there was frequent 
consultation. Subject only to the ultimate 
authority of the Government, these three 
bodies had full power to regulate and to con- 
trol credit conditions and the terms of bank- 
ing business throughout France, as well as to 
determine within wide limits the overall cha- 
racter of the banking structure. 

The early postwar years in France were 
characterised by poverty and inflation. Foods 
and other consumer goods were in short sup- 
ply and housing constituted a major problem. 
Harvests were poor and prices continued to 
rise. Increased wage rates were granted to 
offset the impact of the rising cost of living, 
but, by pushing up costs, higher wages only 
added to the upward pressures on prices. The 
inflation was further intensified by the scale 
of government expenditure on reconstruction. 
It was obviously necessary both to raise pro- 
duction levels and to rebuild the capital re- 
sources of the economy as rapidly as possible. 
Nevertheless, the pace at which governments 
attempted to achieve these targets imposed 
severe strains on the economy. The resources 
available for the reconstruction of industry 
and the rehabilitation of agriculture were dis- 
tinctly limited and there was little inclination 
to accept a reduction in consumption stan- 
dards to make more capital available. The 
Government itself had therefore to find the 
resources, the necessary planning and co- 
ordination being carried out by the Commis- 
sariat Général du Plan de Modernisation et 
d’Equipement under the direction of M. Jean 
Monnet. Successive governments incurred re- 
current budget deficits and the finance for 
these and for the current demands of indus- 
try was found by resorting both to the Bank 
of France and to the commercial banks, which 
provided credits both at short- and medium- 
term for the purpose. As judged by the 
growth in industrial production, the results 
of this policy were impressive. The index of 
production (including building) for December 
1945 (base 1938 = 100) was only 62. By March 
1947, industrial production was back to 1938 
levels, though the prewar peak of 1929 was 
not to be approached until the end of 1950. 
Yet such progress, impressive though it was, 


2 


must not be allowed to obscure the very high 
price that had to be paid in terms of rising 
costs, inflated further by upward adjustments 
to wages in a vain effort to absorb the impact 
of higher prices on the cost of living. Infla- 
tionary pressures of this kind could only be 
cumulative and, at some stage, it was clear 
that a halt would have to be called. Business 
was booming, but the driving force was infla- 
tionary and American aid could only provide 
a partial offset. Meanwhile, the banks had 
allowed their holdings of Treasury bills to 
run off in order to grant credits freely to 
finance both current production and the re- 
equipment of industry. It was not long before 
they were lent up and since their deposits 
increased rather less rapidly than their loans, 
resort to central bank accommodation became 
increasingly frequent and, indeed, after a time 
almost continuous. Technically, therefore, the 
Bank of France was in a strong position to 
take restrictive action, but in the early years 
the authorities responsible for credit policy 
were still feeling their way and positive mea- 
sures were rather long delayed. 


II. 


The National Credit Council held its first 
meeting on February 1, 1946. The problem 
with which the authorities were then faced 
was how best to finance the recovery of the 
country and the very considerable demands 
both of the State and of private enterprise, 
while at the same time avoiding an expansion 
of credit of such a magnitude as to threaten 
the stability of the franc. Somehow, a proper 
relation had to be maintained between the 
current volume of production and available 
liquid resources. In addition, it was necessary 
to restrict the granting of credit for consump- 
tion purposes and to divert the resources of 
the banking system to projects which ranked 
high in the overall economic plan, such as 
those concerned with the production of plant 
and equipment basic to the reconstruction of 
the country. The granting of credits was to 
be judged not merely on the basis of accepted 
banking criteria, but mainly in relation to 
the national interest and the relevance of a 
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particular credit to the Government’s invest- 
ment and reconstruction programme. 

In attempting to achieve these objectives, 
chief emphasis was laid initially on qualitative 
controls. It was also hoped that the selection 
of credits would of itself limit the growth in 
the total volume. As the basis of selection, 
the Government believed it would be sufh- 
cient to follow the requirements laid down 
in its overall economic plan, but in the early 
stages this plan scarcely existed in any con- 
crete form, as the planners were themselves 
feeling their way. As a result, the guidance 
which the National Credit Council might 
reasonably have expected was at first only 
made available to them in the very vaguest 
terms. In these circumstances, all that the 
Council could do was to request the banks 
to avoid granting credits for purposes which 
were obviously inappropriate or, indeed, acti- 
vely detrimental to the healthy development 
of the economy. Credits were not to be made 
available to facilitate the building up of stocks 
of finished goods in excess of normal levels. 
By financial pressure, stocks were to be forced 
on to the markets, thus pushing down retail 
prices, though this policy was not, in fact, 
markedly successful. Gradually, the controls 
became more specific and this process was 
materially assisted by the collection of inform- 
ation through the Service Central des Ris- 
ques (1) (first set up in March 1946), supple- 
mented where necessary by special enquiries. 
Subsequently, in October 1947, more detailed 
guidance was provided with a view to « sta- 
bilising » the volume of credit granted. This 
was to be achieved whenever possible by 
reductions in the amount of accommodation 
granted and by more rigorous selection. On 
several occasions (more especially during 1948 
and 1949), individual commodities or indus- 
tries were singled out for particular attention. 
Thus, the banks were urged to exercise great 
care in granting credit to finance the holding 
of stocks of butter, wines and alcohol, rum, 
wool and sheepskins, cotton, leather and lea- 
ther goods. During this same period, credits 


(1) The functions of this service were described in some 
detail in the author's earlier article on « The French Deposit 
Banks and the Banques d’Affaires » in this Review, December 
1954, PP. 194-195. 


used to finance the fattening of cattle were 
completely prohibited. Where a proportion of 
the production in question was normally ex- 
ported (e.g. wines), special arrangements were 
made to ensure that adequate finance was 
made available for the purpose. Imported raw 
materials (e.g. wool and cotton) were similarly 
treated. Not only was there an attempt to 
meet the special characteristics of particular 
industries, but when the restrictions ceased to 
be necessary, they were relaxed or lifted. 
Meanwhile, the essential industries — those 
basic to the economy and all the export indus- 
tries — were actively encouraged. Even so, 
the guidance offered within the framework 
of this control remained rather. general in 
character. The qualitative controls were pro- 
bably responsible for some slowing down in 
the growth of bank credit, but not very much 
more than that can be claimed for them. 
Supplementing the qualitative control pro- 
per was the « prior authorisation » procedure, 
which was introduced by the Bank of France 
in January 1947. In the first instance, applica- 
tions for accommodation in excess of Frs. 30 
million (2) were to be submitted, together with 
a « dossier », for vetting by the central bank. 
There were two obvious weaknesses in the 
operation of this control. First, not all forms 
of bank accommodation were included. « Prior 
authorisation » did not apply to bank guaran- 
tees (cautions and avals), to State paper (effets 
publics), nor to commercial bills and docu- 
mentary credits. The last category was ex- 
cluded on the grounds that such paper was 
« self-liquidating ». In fact, it constituted a 
major loophole. Second, the Bank of France 
at that time lacked both the experience and 
the staff to provide more than a cursory super- 
vision. Preparation of a « dossier » was sup- 
posed to provide the basis for determining the 
extent to which the credit was « necessary ». 
Thorough vetting would inevitably have en- 
tailed protracted delays and possibly because 
of the need for a speedy decision, very few 
submissions for « prior authorisation » by the 
Bank of France seem to have been refused. 
From a disciplinary point of view, the actual 


(2) This figure was raised to Frs. 50 million in February 
1948 and to Frs. 100 million in April 1950. 
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preparation and submission of a « dossier » 
in support of a credit application was doubt- 
less a much more potent check on excessive 
borrowing than the actual vetting by the 
Bank. 

There can be little doubt that during the 
early postwar years far too much was expected 
of these qualitative controls. It may be con- 
ceded that the authorities required time to 
formulate a comprehensive system of quanti- 
tative controls with which to reinforce the 
selective techniques initially employed, but 
without firm action of a quantitative character 
it proved difficult to restrain the increasing 
dependence on bank credit and to ensure strict 
economy in the use of scarce resources. More- 
over, the Bank of France was in a strong 
position to exercise restriction, since the com- 
mercial banks were soon lent up and were 
forced to rediscount with, or to borrow from, 
the central bank. In these circumstances, it 
was likely that a sharp rise in Bank rate 
would have forced on the banks some degree 
of discipline and, by requiring that higher 
rates be charged to bank customers, the latter 
would have been obliged to keep their stocks 
at minimum levels and to employ their own 
resources more economically. In addition, they 
would have been compelled to reconsider their 
more marginal applications for assistance. It 
is true that Bank rate was raised slightly on 
January 9, 1947 from 15/8% to 13%4% for 
Government paper and commercial bills and 
to 2%4% on all other eligible paper. Rates 
were further increased to 2%4% and 3% 
respectively on October 9, 1947, but in view 
of the degree of developing inflationary pres- 
sure, such revisions appear to have been much 
too limited and there was no clear break with 
the established policy of « cheap money ». It 
was the view of the authorities that no re- 
sources should be left unemployed for lack of 
credit. In theory, only the production of 
essential goods was to be encouraged, but in 
practice and because of the looseness of the 
controls, a proportion of bank lending was 
used to finance speculative activity, or was 
fed into industries catering directly for in- 
creased consumption. Some of this increase 
in consumption was « essential », given the 
low standards that had prevailed for much 
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of the economy during the war and imme- 
diate postwar years, but, obviously, both a 
high rate of investment and higher levels of 
consumption were bound to produce bottle- 
necks. The achievement of higher produc- 
tion levels in basic industries could only be 
retarded and an all-round rise in prices — and 
wages — was inevitable. Poor harvests only 
accentuated strains already apparent. These 
were the bases of the inflation which deve- 
loped steadily in France throughout 1947 and 
1948 and which prompted the sterner mea- 
sures of September, 1948. 


Ill. 


Meanwhile, France had made some pro- 
gress towards the achievement of relative sta- 
bility. To a major extent, this was a conse- 
quence of her own hard work. The level of 
production had increased steadily and this off- 
set in part the growth in the monetary supply 
associated with the authorities’ desire to main- 
tain employment at the highest possible levels. 
The good harvests of wheat and potatoes in 
1948 were also of great assistance, since they 
eased some of the upward pressure on prices 
and indirectly on wages (which tended to be 
adjusted in sympathy with the increased cost 
of living). In addition, vital help was pro- 
vided in the form of Marshall Aid, which 
began to flow in April 1948. In September, 
a new Government under M. Qucuille set 
about « restoring the national finances », a 
task attempted by so many postwar govern- 
ments in France. By means of a combination 
of taxation measures, credit restriction and 
administrative economies, the Government was 
able to more than cover ordinary expenditure 
by revenue and for a full year the Treasury 
avoided any increase in its debt to the Bank 
of France. A measure of price stabilisation 
was also achieved, though this was by no 
means complete. Production continued to in- 
crease and the economy appeared to be in an 
advanced stage of convalescence. With more 
plentiful supplies of goods coming forward, 
it became less necessary to hedge against 
inflation and free market quotations for the 
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gold bar fell from Frs, 800,000 per kilo to 
round about Frs. 600,000. 

As a means of maintaining relative stabi- 
lity, a new quantitative credit control was 
introduced on September 30, 1948. Indeed, 
some twelve months earlier, active considera- 
tion had been given to the possibility of im- 
posing a quantitative control based either on 
a global credit ceiling or on a system of com- 
pulsory ratios, but it was then felt that effec- 
tive measures would be difficult to implement 
during a period of rapidly rising prices and 
that the effects were likely to be too drastic. 
In fact, a liquid assets ratio was instituted in 
February 1948, but it was not intended as a 
credit control and was imposed by the Bank- 


ing Control Commission as a means of en-- 


suring bank solvency and as a protection to 
depositors. The banks were required to hold 
60°, of their short-term liabilities in the form 
of liquid assets and, for certain banks, the 
ratio might be raised to 70°, but liquid assets 
were defined most liberally and maintenance 
of the ratio was not particularly onerous. 
Much firmer action was now ‘to be taken. 
The banks were « invited » as from October 
1, 1948 to restrict any increase in lending to 
part only of the growth in new deposits, not 
to increase the percentage of their deposits 
currently being employed in loans, and not 
to have recourse to rediscounts at the Bank 
of France except within the ceilings fixed by 
the central bank for each institution. There 
was also an intensified application of selective 
controls, but these were no longer required to 
take the main burden. 

The new quantitative controls took two 
main forms — the requirement that the banks 
should hold a certain amount of their resources 
in short-dated Government paper and the im- 
position of credit ceilings. 

As from October 1, 1948, all banks were 
required to hold in Treasury paper a minimum 
equal to 95°, of their holdings on September 
30, 1948. This was the so-called plancher (or 
« floor »). In the event of any increase in 
deposit liabilities beyond the level as at that 
date, holdings of Treasury paper were to be 
increased to the extent of 20°/ of the rise in 
these liabilities. If there were a fall in depo- 
sits, holdings of Treasury paper might be 


reduced- in sympathy to the extent of 80%. 
These arrangements were introduced in order 
to prevent the banks from selling government 
securities for the purpose of obtaining resour- 
ces with which to expand credit to commerce 
and industry. The practice of unloading 
government securities had occasioned consi- 
derable anxiety during 1946 and 1947, when 
the reduction in commercial bank accommoda- 


_ tion to the State had had to be offset by direct 


advances from the Bank of France to the 
Treasury, thus involving a net increase in the 
supply of credit to the economy. The Bank 
of France had then obtained a series of 
« gentlemen’s agreements » with the commer- 
cial banks whereby they undertook to main- 
tain their existing holdings of Treasury paper, 
which might be reduced only if there was a 
net withdrawal of deposits. These arrange- 
ments had already proved to be reasonably 
effective and the new regulation was therefore 
to a large extent a formalisation of the earlier 
agreements and, in fact, there was no radical 
change in the use made of bank funds. Fur- 
thermore, as a quantitative control, these re- 
quirements would effect no net reduction in 
bank credit, unless the funds transferred to 
the Treasury in this way were used to repay 
its advances from the Bank of France, or 
were applied in some other way in reduction 
of State debt. To the extent that the funds 
were spent by the Treasury, there could only 
be a reduced and lagged rate of expansion in 
credits granted to commerce and industry. 
Nor was there any provision in the regulations 
requiring that additional holdings of govern- 
ment paper, in consequence of a rise in de- 
posits, should be acquired from the Treasury 
direct and it was therefore possible to obtain 
such paper from non-bank investors, thus 
releasing funds for expenditure in the private 
sector. 

The authorities also sought to limit the 
growth in bank credit granted to commerce 
and industry by imposing plafonds (or « ceil- 
ings ») on commercial bank rediscounts at the 
Bank of France. This was not an entirely new 
technique in the Paris Money Market. In 
common with other central banks, the Bank 
of France had resorted from time to time to 
the rationing of rediscounts during periods of 
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THE COMPOSITION OF THE MONETARY SUPPLY. 
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excessive demand for credit and, prior to 
World War II, it had been its practice to 
apply such ceilings to the smaller banks oper- 
ating in the Paris market in order to prevent 
their over-reaching themselves. Now the ceil- 
ing technique was to be used for a rather 
different purpose — the prevention of a ge- 
neral expansion in bank credit. Rediscount 
ceilings were fixed for each bank and the 
details are not known, only the totals being 
published from time to time. Initially, the 
total of these ceilings amounted to Frs. 186 
milliards. The large banks with a network 
of branches were accorded a ceiling for their 
institution as a whole and they then allotted 
internal ceilings for each of their branches or, 
where branches were grouped, to each of their 
larger offices. The ceilings for banks with a 
localised business were determined by the res- 
pective managers of the Bank of France’s own 
branches in the provinces, in view of the 
necessity to take into account the precise cha- 
racter of local conditions. At times when the 
ceilings became fully effective, it was usual 
for the commercial banks to establish firm 
ceilings for each of their customers and the 
latter were then obliged to operate within the 
ceiling assigned to them. 

During the early postwar years, the use of 
commercial bills as a medium of finance had 
been completely uncontrolled and, indeed, 
actively encouraged by way of rediscount con- 
cessions. This policy had been favoured in 
the rather naive belief that being « self-liquid- 
ating » paper such bills could scarcely be in- 
flationary. During the first nine months of 
1948, the rapid increase in the discount of 
commercial bills at last convinced the autho- 
rities that the gap must be closed and, al- 
though such paper continued to be excluded 
from submissions for « prior authorisation », 
it was incorporated from the very first in the 
rediscount ceilings. Moreover, once a bank 
reached its rediscount ceiling, even a com- 
mercial bill carrying the very best of signa- 
tures, with a maturity of three months or less 
and specifically drawn to finance the move- 
ment of goods would now be refused for redis- 
count at the Bank of France. This represented 
a truly radical break with established tradi- 
tion. 


Although it was intended that the control 
should be comprehensive, not all types of 
paper were in fact subject to restriction within 
the ceiling and three categories were specifi- 
cally excluded. These were the medium-term 
effets de mobilisation discounted by the Crédit 
National for the purpose of financing the re- 
equipment of industry; bills drawn on member 
institutions of the crédit agricole in connection 
with the movement of the wheat harvest; and 
bills drawn by the Treasury on importers (e.g. 
in respect of liability for customs duties). At 
the time, none of these items was really very 
large, but latterly resort to medium-term paper 
for re-equipment purposes was to increase 
quite sharply and its exemption from the ceil- 
ings was to become something of an embar- 
rassment to the authorities. 

When the ceilings were originally fixed, 
they were set close to the actual level of redis- 
counts outstanding on September 30, 1948, 
but where rediscounts were considered to be 
low for seasonal or other special reasons, 
allowance was made for a limited amount of 
expansion. It was hoped that by this means 
bank lending would be greatly restricted, 
since even a bank in receipt of new deposits 
would be forced to lend cautiously once its 
total rediscounts approached the ceiling. There 
was no prohibition on further lending, but as 
additional discounts would not now be eli- 
gible for « mobilisation» at the Bank of 
France such paper would become relatively 
illiquid and funds would be tied up until it 
matured. As the banks were then obliged to 
borrow almost continuously from the Bank 
of France, the dangers of illiquidity were 
considerable. 

From the authorities’ point of view, the 
chief difficulty in operating this control was 
the persistent building up of pressure against 
the ceilings. This was met partly by revising 
the ceilings upwards and partly by instituting 
a number of « safety valves». Thus, from 
the original level of Frs. 186 milliards, the 
ceilings were raised to a total of about Frs. 
200 milliards by the end of 1949 and further 
increased to approximately Frs. 250 milliards 
by September 1950. In October 1951, they 
aggregated Frs. 285 milliards, rising to almost 
Frs. 500 milliards by the end of that year. 
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The degree of elasticity required, particularly 
during a period of rapidly rising prices, con- 
stituted the chief weakness of the ceiling tech- 
nique. Some upward revision was unavoid- 
able under these circumstances, but which 
claims were legitimate and which were not? 
The central bank was constantly under pres- 
sure to adjust the ceilings upwards and much 
bilateral bargaining took place between the 
Bank of France and individual commercial 
banks. Yet the commercial banks continued 
to complain that the strictness of the limita- 
tions was excessive and that this form of con- 
trol lacked flexibility. To a disinterested ob- 
server, there seemed to be far too much flex- 
ibility, especially in view of the number of 
safety valves that had been built into the 
mechanism. Quite apart from the upward 
revisions of the ceilings and the exemption 
of medium-term paper, there was the addi- 
tional accommodation which might be made 
available at the discretion of the Bank of 
France through the open market, as well as 
the avances 2 30 jours to approved banks 
which provided further supplementary assist- 
ance. 

Bank of France intervention in the open 
market dates only from June, 1938, when the 
Bank was empowered to buy and to resell 
(without endorsement) short-dated government 
securities and such other paper as was eligible 
for rediscount at the Bank. As in London, 
it was found convenient to operate mainly 
through a « special buyer » and, although it 
does deal through other houses from time to 
time, the bulk of the Bank’s business is put 
through the Compagnie Parisienne de Rées- 
compte, which is virtually the official broker 
in the market. In this way, more or less 
accidental distortions of the flow of funds 
either in to or out of the money market can 
be « smoothed out », the bulk of such tran- 
sactions being in Treasury bills and « accept- 
ances » of the Crédit National (3). At times 
when the accumulated pressure of the demand 
for funds began to threaten the maintenance 


(3) Drafts accepted by the Crédit National are drawn on it 
by parties to whom the State owes moncy (e.g. public works 
contractors), the Treasury having made appropriate provision 
for payment of the drafts at maturity. These transactions are 
not to be confused with the medium-term effets de mobilisation. 


of credit ceilings, open market purchases were 
employed as a safety valve. Frequently, the 
stringency would only be temporary and there 
would have been no point in outright dis- 
count, which involves an irrevocable purchase 
and sale. Hence, the more general use of en 
pension facilities, whereby securities are sold 
to the Bank of France under an arrangement 
which permits their repurchase within 15 
days, the cost to the borrower being the dif- 
ference between the prices of sale and repur- 
chase (4). 

In the open market, the Bank of France 
can operate at its own discretion, but in 
securing short-term accommodation by way of 
avances 2 30 jours the initiative rests with the 
banks. These advances are for a period of 
from 5 to 30 days against short-term govern- 
ment paper and may not exceed ceilings agreed 
upon between the more important banks and 
the Bank of France. Not all banks may claim 
this privilege and the agreements are restricted 
to about fifty banks throughout the country, 
including all the big Paris banks, the regional 
banks, and even some of the local banks. 
There is no formal deposit of security. When 
such a loan is required, a letter of request is 
addressed to the Bank and, if the amount 
required together with loans outstanding is 
within the agreed ceiling, the loan will be 
made, subject only to its full repayment on 
or before the expiry of the 30-day term. 
Within the prescribed limits, these advances, 
too, could be used as a « safety valve », when 
pressure developed against the primary credit 
ceilings. 

Meanwhile, Bank rate, after a temporary 
rise on September 4 from 2%4% to 3% 
(depending on the type of eligible paper) to 
344% and 4% respectively, had been con- 
solidated at 3°/ as from September 30, 1948. 
This rate was to be maintained without change 
until June 8, 1950, when it was dropped to 
21%4°%, because of the fear of incipient depres- 
sion. Yet much more potent than the actual 
level of Bank rate was the determination to 
make it effective by means of quantitative 
action. The major limitation was effected 


(4) Open market operations appear in the Bank of France 
Return under the heading effets négociables achetés en France 
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through the agency of the rediscount ceilings, 
operated in conjunction with the several « sa- 
fety valves » to relieve pressure on occasions 
when this built up to uncomfortable levels. 


IV. 


In the early stages of quantitative control 
and prior to the outbreak of the Korean war 
in June 1950, the combined action of the 
plafond (or « ceiling ») and the plancher (or 
« floor ») worked fairly well, but as soon as 
prices began to rise rapidly the mechanism 
gave evidence of strain and the « safety val- 
ves» had to be brought increasingly into 
play. Although world prices had already 
begun to move upwards before Korea, in- 
ternal price stability had for the most part 
been maintained during the first six months 
of 1950, but after June the influence of the 
increased war demand for raw materials was 
quickly transmitted to domestic prices. Those 
sectors of the French economy dependent on 
imported raw materials (e.g. textiles) were 
obviously sensitive to movements in world 
prices and the impact of changes in external 
conditions was both immediate and direct. 
It was nevertheless hoped that, when lower 
import prices returned, the internal price struc- 
ture would again move downwards in sym- 
pathy. What was less easy to foresee were 
the ultimate effects of large-scale rearmament 
expenditure, which became necessary in con- 
sequence of France’s share in Western defence, 
to which had to be added the persistent drain 
on resources occasioned by the war in Indo- 
China. Budgetary equilibrium on current 
account and some progress towards covering 
government capital expenditure had scarcely 
been achieved when this new burden ap- 
peared. 

Although to some extent due to the rise 
in import prices, much of the responsibility 
for the subsequent resurgence of inflation in 
the domestic economy must be laid at the 
door of weak government. The growth in 
the money supply was considerable. Between 
June 1950 and March 1952, the note issue rose 
by over Frs. 500 milliards and total monetary 
resources by over Frs. goo milliards, the bulk 


of this — Frs. 875 milliards — representing 
an increase in bank credit. While it is true 
that the cost of carrying stocks, particularly 
of imported goods, was rising, the upward 
pressures were considerably reinforced by a 
budget deficit which was to climb to no less 
than Frs. 725 milliards in 1952. Moreover, 
with a persistent rise in the cost of living, 
there had been a developing pressure for 
higher wages. These were increased twice 
during 1951 and, with a lag, this also pushed 
up costs. Despite good harvests, farmers, too, 
were able to bargain for higher prices for 
their cereal crops and food prices rose further. 
The single major achievement, though it 
should not be dismissed lightly, was the suc- 
cess in raising the index of industrial produc- 
tion by March 1952 to 50°/, above 1938 levels. 
But whether the industrial boom was worth 
the price of inflation, driving the cost struc- 
ture of France more and more out of align- 
ment with those of its competitors, was very 
much an open question. 

To what extent could credit controls assist 
in containing these pressures? During the 
months immediately following Korea, the 
authorities were somewhat handicapped by 
recent action taken to ward off recession. It 
may nevertheless be argued that they were 
rather slow to go into reverse. Indeed, by 
the time really drastic measures had been 
invoked in October 1951, the worst was al- 
most over. There was a further upsurge of 
import prices towards the end of the year 
and this carried over into 1952, but the da- 
mage had already been done. Domestic prices 
had by now clearly shifted permanently to a 
higher level and all that could be hoped for 
was achievement of some degree of stability 
on the new basis. The global ceilings which 
had been imposed as from September 1948 
had gradually been lifted from their original 
level of Frs. 186 milliards to about Frs. 285 
milliards by October 1951, but it was still 
thought that the setting of a ceiling to redis- 
counts at the central bank would be sufficient 
to prevent the situation from getting out of 
hand. Policy appears to have been based on 
the assumption that when the rise in import 
prices was reversed, a disinflationary effect 
would be transmitted quickly to internal pri- 





Post-war Monetary Policy in France 25 


ces. In fact, the upward pressure on domestic 
prices seems to have acquired a momentum 
of its own and, in consequence, it proved dif- 
ficult to bring them under effective control. 


Tasce Il 


BANK OF FRANCE - WEEKLY RETURNS 
(Frs. Milliards) 


“4 | 
Discount | 


n Advances at 

Last Balancing se ‘Open Market! 5 to 30 days | 

Date in Other | Putchases. | to approved | 

| Customers) | | banks | 
December, 1945 25-9 8.0 0.7 
June, 1946 46.2 25.0 1.7 
December 79-4 37-6 3-5 
June, 1947 87.2 43-0 9.1 
December 117.9 | 67.4 4] 15.7 
June, 1948 166.1 71-3 ‘ 2.1 
December 247-2 97-4 | 10.3 
June, 1949 259.3 156.2 15.8 
December 364.3 | 137-7 11.3 
June, 1950 387.3 | 128.9 8.8 
December 427-2 136.9 | 11.3 
June, 1951 470.8 196.4 18.0 
December 832.1 | 223-2 20.1 
June, 1952 853.1 254-3 21.4 
December 994-7 274.0 | 25.2 
June, 1953 947.0 281.4 | 20.7 
December 952-9 292.5 | 19.8 

June, 1954 964.6 217-4 12.7 | 
; December 1,179-3 236.8 18.6 


Following the fall of the second Queuille 
Government on July ro, 1951, there had been 
a long period of political uncertainty, only 
resolved by the installation of M. Pleven’s Go- 
vernment on August 11. Inevitably, there was 
a hold-up in the formulation of policy. The 
new Government was plagued with difficul- 
ties. Agricultural prices had risen sharply. 
Over the course of the year, there had been a 
recurrence of the deficit in the balance of pay- 
ments and the franc was weakening. Pressure 
developed for higher wages. The framing of 
the budget was more difficult than usual and 
it was realised that there would be a heavy 
deficit in 1952. Bank credits to commerce and 
industry were still increasing — they were to 
jump by nearly Frs. 300 milliards during the 
last quarter of 1951. Clearly, the existing 
credit controls required to be strengthened. 

In the early days of October, the authorities 
went into action. Bank rate, which had been 


reduced to 24%4°% in June 1950 in order to 
ward off the recession that then threatened 
the economy was raised first to 3°, on Octo- 
ber 11, 1951 and then to 4° on November 8. 
But this upward revision of interest rates could 
not be expected to take the whole strain and 
the discipline imposed by means of credit 
ceilings and the plancher relating to holdings 
of government paper was also tightened up. 
Initially, it had only been necessary to bring 
rediscounts within the ceilings and to achieve 
the plancher at the end of each month, but 
when the demand for credit began to increase 
progressively the banks experienced great dif- 
ficulty in observing both the ceiling and the 
plancher requirements, even at month-ends. 
Technically, the ceilings remained unbroken, 
but they had to be raised on several occasions 
in order to accommodate the increasing pres- 
sure for funds and the Bank of France was 
also obliged to offer additional assistance 
through the open market and by means of 
avances 2 30 jours. During the second half 
of 1951, the position had begun to get out of 
hand. Rediscounts frequently exceeded the 
ceilings during the course of a month, but 
with assistance through the open market the 
banks had been able to bring their rediscounts 
within the ceilings at month-ends and to ob- 
serve the plancher. With the agreement of 
the Treasury, the Bank of France was now 
obliged temporarily to relax the plancher re- 
quirements in order to facilitate the compres- 
sion of rediscounts within the ceilings stipul- 
ated. At the same time, it continued to be 
necessary to make funds available, through 
the open market, and, by October 1951, the 
« tolerance » allowed in excess of the ceilings 
amounted to Frs. 150 milliards. It is against 
this background that one must view the dras- 
tic overhaul of the mechanism which then 
took place. 

The arrangements introduced in October 
1951 required, first, that the plancher should 
now be observed not merely at month-ends 
but also on a daily basis. In this way, the lag 
between the growth of deposits and their ab- 
sorption in holdings of Treasury paper would 
be eliminated. Any bank which was not at 
that time meeting its plancher requirements 
was to take appropriate action to do so. New 
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rediscount ceilings en principe infranchissable 
and totalling approximately Frs. 500 milliards 
were fixed to take into account the increased 
demand for bank credit by commerce and in- 
dustry occasioned by higher price and wage 
levels and in order to permit the banks to 
regularise their position in meeting the plan- 
cher requirements. Rediscount ceilings might 
not now be exceeded during the course of the 
month and the Bank of France announced 
that it would also limit the extent of its 
intervention in the money market, which was 
to be restricted to meeting exceptional needs. 
Applications for supplementary finance must 
be moderate in amount and would be accord- 
ed against commercial paper on an en pension 
basis only and for a limited term. Such addi- 
tional borrowing was also to be restricted to 
10% of the primary ceiling and accommo- 
dation granted within this secondary ceiling 
was subject to a penalty in the form of a rate 
which at that time exceeded Bank rate by 
1%4%. The more important banks might 
still borrow from the Bank of France by way 
of avances 2 30 jours against Treasury bills 
and «acceptances » of the Crédit National, 
but these advances were already subject to 
ceilings, in this case as fixed by agreements 
between the institutions concerned and the 
Bank of France. The only rediscounts sans 
limitation globale now permitted were the 
medium-term credits issued to finance the re- 
equipment of industry, since this remained a 
leading priority. In addition, from the beginn- 
ing of 1952, it was decided that credits to 
finance exports (initially for a term of no more 
than go days, but subsequently extended to 180 
days) might be « mobilised » at the Bank of 
France outside the ceilings either by outright 
sale or en pension. The subsequent growth in 
medium-term credits suggests that this parti- 
cular concession may have been used by some 
banks as a partial evasion of the full rigour 
of the controls, but no doubt the authorities 
scrutinised developments very closely and, on 
balance, felt that the encouragement thus gi- 
ven to priority activities was justified. 

Certain changes were also made in the 
operation of the qualitative controls. The 
« prior authorisation » procedure was now ex- 
tended to include the commercial bill, which 


had previously been exempted, but only the 
larger credits — in excess of Frs. 500 million 
in total instead of Frs. 100 million — had to 
be submitted to the Bank of France for its 
approval. In part, the upward revision of the 
qualifying limit for « prior authorisation » 
reflected the inclusion of the commercial bill, 
but it was also probable that with the more 
complete coverage given by alternative me- 
thods of credit control, « prior authorisation » 
by the Bank of France was now regarded as 
less necessary. In addition, by giving closer 
and more individual attention to the larger 
credit applications, the efficiency of the con- 
trol was doubtless much improved and there 
was likely to be less delay in advising the 
Bank’s decision. Credits below the limit for 
« prior authorisation » continued to be vetted 
by the banks themselves consistent with in- 
structions issued from time to time by the 
Governor of the Bank of France as to the 
economic activities which should be encou- 
raged or discouraged as the case might be. 
Thus, on December 21, 1951, the banks were 
advised that, from a study of the returns fur- 
nished to the Bank of France, it was clear 
that certain industries were still being given 
too much credit and that bank finance was 
being employed for the purpose of building 
up excessive stocks, often as a speculation 
against further rises in price. Every effort had 
to be made to reduce outstanding credits to 
these industries and applications for further 
accommodation must be refused. Credits to 
finance hire purchase were also to be reduced 
and a close watch was to be kept on those 
concerns which sought to secure additional 
liquid resources by requesting usances longer 
than were really necessary for the finance of 
the transactions specified in their applications. 

As a result of these several modifications, 
the controls were now sufficiently strength- 
ened to contain the inflationary pressure 
which had developed, though in the early 
months of 1952 the banks undoubtedly expe- 
rienced some difficulty in adapting themselves 
to the new situation and applications for sup- 
plementary assistance were heavy. The tight- 
ening up of credit control came too late to 
moderate the exaggerated rise in domestic 
prices which followed Korea, but the intensi- 
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fication of control did materially assist in the 
achievement of relative stability at the new 


level. 
V. 


In March 1952, a new Government headed 
by M. Pinay came to power. Two govern- 
ments had fallen in rapid succession and there 
was little to suggest that M. Pinay would be 
any more successful than his predecessors. The 
Treasury was faced with a heavy budget deficit 
and the country’s foreign exchange position 
was serious. There was further pressure for 
increases in wages and the only really encour- 
aging signs were the steady rise in industrial 
production and the falling trend in world pri- 
ces for raw materials. On this slender basis, 
reinforced by a more determined credit policy, 
the Pinay Government proceeded to fight 
what might be termed a psychological battle 
for price stability. For a time, M. Pinay had 
public opinion on his side and this materially 
assisted him in managing a difficult Parlia- 
ment. A fresh attempt was made to secure 
a more balanced position by reducing capital 
expenditure and by floating a national loan 
«in defence of the franc ». Despite provision 
for repayment on the basis of the market 
price for gold, this loan had only a limited 
success and the Government had to fall back 
on short-term borrowing from the banks. 
Drastic import restrictions were imposed and 
measures introduced to stimulate exports. Ho- 
wever, the aspect of M. Pinay’s policy which 
seized the public imagination was his attempt 
to reduce prices largely by Government pre- 
cept and public exhortation. It may seem 
surprising, but to a certain extent this policy 
worked. As was only to be expected, its suc- 
cess was greatest during the first few months. 
Prices may not have been reduced very much 
but they were prevented from rising and, 
with the help of a good wheat harvest, the 
Government also managed to avoid a general 
wage increase. 

M. Pinay was noticeably less successful in 
solving the balance of payments crisis. Tax 
relief and other measures to stimulate exports 
clearly failed and chief reliance had to be 
placed on an intensification of import restric- 


tions. Unfortunately, the inflation of costs 
which had already taken place stifled exports 
more effectively than imports could be cut 
by administrative action. Pressure against the 
franc mounted and M. Pinay had to marshall 
all his resources of persuasion by continuing 
to emphasise that no devaluation was contem- 
plated. Nevertheless, the deficit on the ba- 
lance of payments continued to increase. For 
visible trade, it was Frs. 173.8 milliards in 
1952 compared with Frs. 128.6 milliards 
iN 1951. 

It is something of a paradox that the fall 
of M. Pinay in December 1952 was in large 
measure due to the degree of his success. Any 
attempt to stabilise a price level after a long 
period of inflation is bound to be painful. 
The initial emphasis on disinflation and the 
prospect of lower prices brought with it a 
tendency to avoid commitments and to post- 
pone purchases as long as possible. Bankrupt- 
cies and liquidations increased, though for 
the most part it was only certain sectors — 
textiles, leather goods and building — which 
suffered badly. Nevertheless, even a moderate 
amount of hardship, and in these sectors it 
was more than moderate, involved the Pre- 
mier in a loss of prestige. He was faced with 
a dilemma. A really successful attack on 
prices required more disinflation and greater 
credit stringency, but this was bound to hurt 
and to breed opposition. A less restrictive cre- 
dit policy would stimulate flagging production 
and employment, but the downward pressure 
on prices would have to be relaxed. M. Pinay 
decided to compromise and the credit restric- 
tions were gently relaxed. In fact, he had 
very little choice. His policy depended on the 
support of public opinion and he was bound 
to fail as soon as his actions became suffi- 
ciently unpopular with a large enough section 
of the population. 

Throughout the Pinay period, Bank rate 
was held at 4°% and penalty rates could be 
applied to borrowing from the central bank 
beyond the ceilings. In a technical sense, the 
primary ceiling was held, though during the 
early months of 1952, the « safety valves » had 
had to be brought into play on a number of 
occasions. Latterly, credit restriction became 
less onerous because of the decline in prices 
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which diminished the necessity to seek accom- 
modation to finance the holding of stocks. 
After April, there was some slackening in 
economic activity and there were also sectors 
of the economy — e.g. textiles and leather — 
which were depressed. The authorities felt 
that some relaxation was justified, in order to 
sustain production and employment. The ceil- 
ings themselves were maintained without revis- 
ion, but there were other ways of supplem- 
enting the flow of money. There was, for 
example, quite a noticeable growth in medium- 
term loans to industry and this paper was not 
subject to rediscount ceilings. In addition, the 
State was obliged to borrow heavily from the 
banking system and 40% of the increase in 
the money supply was accounted for in this 
way. Further assistance could be given to the 
economy without breaching the primary credit 
ceilings by resort to open market operations 
and these facilities were in fact widened in 
order to assist the export trades. Yet the rate 
of increase in total money supplies had mode- 
rated. Between March and December 1952, 
these rose by some Frs. 400 milliards, but of 
this increase about Frs. 200 milliards related 
only to the last quarter of the year, when the 
hold of the Government was already weak- 
ening. 

There have been several changes of govern- 
ment since that of M. Pinay, but over much 
of the period — until he succeeded M. Men- 
dés-France as Premier — M. Faure remained 
Minister of Finance and this provided some 
continuity in policy. Initially, further advances 
had to be sought from the Bank of France, but 
as the fiscal position improved these special 
advances were progressively reduced. The 
budget deficit for 1953 was Frs. 637 milliards 
compared with Frs. 725 milliards for the pre- 
vious year. Although government expendi- 
ture continued to exceed revenue, certain sec- 
tions of the community were noticeably short 
of cash. These included both farmers and 
traders. There was a slump in the gold mar- 
ket — to the advantage of the Bank of France. 
More stable prices also forced down gold va- 
lues and helped to restore a greater degree of 
confidence in the value of money. In Septem- 
ber, 1953, Bank rate had been reduced from 
4% to 344% and, although the penalty rate 


which was applied to borrowings beyond the 
primary ceilings was maintained at 5%4°/, 
(ic. the penalty itself had been raised from 
1%4% to 2%), the Government was clearly 
moving away from credit restriction as a major 
basis of policy. Bank rate was further reduced 
to 3%4% im February 1954 and again to 3° 
in December. In addition, there was an in- 
crease both in the amount and term of credits 
granted by the Crédit National for purposes 
of investment. Further encouragement to in- 
vestment was given when government control 
over the capital issues of existing companies 
was removed in October 1954. There had 
already been a considerable revival of savings 
and greater activity in the capital market was 
the result. 

There can be little doubt that the economic 
position in France has greatly improved. Pri- 
ces have remained relatively stable. Budget 
deficits have been progressively reduced from 
the post-war peak of 1952. For 1953, the 
deficit was Frs. 637 milliards and for 1954 
Frs. 287 milliards. The index of industrial 
production (including building) at end-1954 
was over 65° higher than for 1938. The 
export position is much sounder, though much 
of this has only been achieved by means of 
substantial subsidies. Because of improved 
export receipts and some fall in the prices of 
imports and industrial raw materials, the eco- 
nomy is much more liquid. Gold and foreign 
exchange balances rose to Frs. 394 milliards 
by the end of 1954 as compared with Frs. 225 
milliards a year earlier and, over the twelve 
months to December 1954, total money sup- 
plies increased by Frs. 625 milliards, the larger 
part — Frs. 384 milliards — being contributed 
by the growth in deposits. Much of the over- 
all increase — over Frs. 340 milliards — occur- 
red in the last quarter, as a result of which 
the expansion in money supplies began to out- 
run the rate of increase in industrial produc- 
tion. The apparatus of credit control was lit- 
tle used during 1954, though it remained in 
readiness. Commercial bank rediscounts had 
been well within the primary ceiling and the 
penalty rate — Bank rate + 2% — ceased to 
be operative. Nevertheless, much of the over- 
all improvement was illusory. Balance of pay- 
ments difficulties ceased to be acute, but only 
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because of the scale of direct aid from the 
United States. It was true that the terms of 
trade had improved and the export position 
was much better, but there was no escaping 
the fact that the relaxation of import restric- 
tions was greatly assisted by the extent of 
external assistance. The position might best 
be described as one of unstable equilibrium, 
the economy being underpinned by American 
aid and favourable trading conditions. If 
France is to be truly restored to economic 
health, there is much yet to be done. Fiscal 
reform is urgent, so that a more equitable 
sharing of the tax burden can be achieved. 
The country must learn to live within its 
means and to balance its budgets. Above all, 
there must be continued price-wage stability, 
combined with a determination to reduce costs 
through improved productive efficiency. 


VI. 


Finally, we must attempt an evaluation of 
the techniques of credit control adopted in 
postwar France. In the judgment of the wri- 
ter, most of our attention should be focussed 
on the use made of rediscount ceilings, since 
this was the means of making Bank rate effec- 
tive and thus providing the controls with some 
sort of bite. Nevertheless, the ceiling techni- 
que was soon found to have its limitations. 
So long as the pressure against the ceiling 
was moderate, inflation could be contained 
and repressed. With the assistance of built-in 
safety valves, it was possible to accommodate a 
certain amount of additional strain. Beyond 
this point, however, the ceiling was likely to 
crack and, unless the authorities were prepared 


to apply a positive discount policy, the only 
alternative was to raise the ceiling and to 
attempt to maintain it at its new and higher 
level. Once the banks began to anticipate 
such upward revisions, the position of the 
authorities became virtually untenable. For 
really effective action within ceilings which 
it was intended to hold, it therefore became 
imperative to penalise heavily any excess bor- 
rowing from the central bank. In the inte- 
rests of « flexibility », supplementary assistance 
might be made available from time to time 
at the discretion of the authorities, but it was 
important that it should be limited in amount 
and strictly short-term in character. These 
were the lessons that the authorities learnt in 
the hard school of experience and the October 
1951 arrangements represented the application 
of the knowledge so gained. There can be 
little doubt that their success in holding the 
ceilings thereafter owed much to the discri- 
minating use made of interest rate policy. For 
full efficiency, therefore, the credit controls 
had to be comprehensive and complementary. 
Qualitative control was largely ineffective prior 
to the introduction of quantitative measures 
and the efficiency of the latter was greatly 
increased when combined with the vigorous 
application of penalty rates on excess borrow- 
ing. At the same time, no economy can be 
kept on an even keel by central bank action 
alone. A maximum contribution depends on 
the implementation of an appropriate and con- 
sistent fiscal and economic programme. Effec- 
tive central bank action necessarily depends on 
the maintenance of a favourable environment 
and for this the government itself must accept 
the major responsibility. 
].S.G. Witson 








Cost Analysis and Cost 


This paper attempts to derive cost fore- 
casting from an articulate method of cost 
analysis which is applied by some large banks. 
The discussion is of a mathematical nature. 
However, it will be carried out in a literary 
fashion as long as the mathematical frame- 
work will not be considered essential. In the 
second part of the paper the whole line of 
reasoning will be restated in mathematical 
terms and will be continued into some aspects 
of cost forecasting. 


1. — Cost analysis has two basic feat- 
ures: (1) distribution of direct and overhead 
costs to the departments and divisions of the 
bank, ¢.g., Loans, Individual, Accounts, Trust 
(corporate, coupon paying, custody, invest- 
ments, etc.), Foreign (commercial credits, out- 
ward collections, etc.), Branches, Comptroller, 
Bookkeeping, Tabulating, Research, Person- 
nel, Telephone, etc., and (2) computation of 
the unit cost of each function of the bank 
(commercial loans, consumer credit, checking 
accounts, letters of credit, documentary col- 
lections, remittances, etc.). 

(1) Cost distribution involves two steps: 
(a) imputation of the direct expenses of each 
department, and (b) distribution of overhead 
costs and computation of the net, or final, 
costs of each department. (a) The first step 
involves a rather simple computational pro- 
cedure: for instance, the distribution to the 
departments of the expenses incurred for 
their account by a central paying office. 
(b) The second step involves a quite laborious 
computation and for this reason few institu- 
tions go into a detailed analysis of cost dis- 
tribution. Indeed, each department may debit 
expenses to other departments so that, in 
general, each department is also debited ex- 
penses by other departments. This is stated 
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by an equation for each department, which 
reads: « total » costs are to direct costs 
plus the expenses debited by other depart- 
ments. The net, or final, costs are simply that 
percentage of the total costs which the depart- 
ment does not debit to the other departments. 
The difficulty of the computation arises from 
the fact that total costs are found by solving 
a system of the (linear) equations described 
above. This computation may require per- 
haps tooo man-hours — with the aid of desk 
computers — for a bank with 150 depart- 
ments, depending on the number of charges 
among the departments. Of course, the 
number of calculations increases more than 
in proportion to the number of departments. 
Mechanical methods of computation have 
been devised to cut down the amount of 
labor involved: one employing punched-card 
machines, another by the use of a large elec- 
tronic digital computer. 

As an illustration of the computation of 
total and net costs, let us consider three depart- 
ments, the initial costs of which are 100, 200, 
and 300. The first department debits 40% 
and 60% of its total costs respectively to the 
second and third departments; the second 
department debits 10% of its total costs to 
both the others; the third department debits 
20% and 30% of its total costs to the first 
and second departments. Denoting the total 
costs of the first department by xi, etc., we 
write the above equations, 


Department I x: = 100 + 0.1 X2 + 0.2 Xs 
Department II x: = 200 + 0.4 x1 + 0.3 X3 
Department III xs = 300 + 0.6 x1 + O.1 xX: 


The reader may easily verify that the solution 
for the total costs is 


Xi = 242.35 
x2. = 443-88 


x3 = 489.80 
























The net costs are given by 
Department I (1 — 0.4 — 0.6) 242.35 =0 

Department II (1 — 0.1 — 0.1) 443.88 = 355.10 
Department III (1 — 0.2 — 0.3) 489.80 = 244.90 
The first department, which debits all its 
expenses to the others, is a service department. 


Department 1 
Function I 331 = 1.00 (250) + o 
Function Il 164 = 0 


Function III 255 = 0 (250) + o 


(2) The computation of the unit cost of 
each function is made on the basis of the net 
costs by breaking down the net cost of each 
department among the functions performed 
by that department, and dividing the total 
cost of each function, thus derived, by the 
level of activity of that function. Only oper- 
ating departments — e.g. Commercial Bank- 
ing, Loans, Individual Accounts, Bond, Trust, 
Foreign, Branches, etc. — have net costs 
because service departments — ¢.g. Comp- 
troller, Bookkeeping, New Business Promo- 
tion, Research, Personnel, Purchasing, Mail, 
etc. — debit all their costs to the other depart- 
ments. The number of operating departments 
— and therefore of net costs — is usually 
much smaller than the total number of de- 
partments — and of total costs. Furthermore, 
the number of functions is generally smaller 
than the number of operating departments. 
Therefore, while the estimation of the per- 
centage of the net costs that are to be imputed 
to each function may require laborious time 
studies and other detailed analyses of the ope- 
rations, the number of such ratios and the 
amount of work involved in the computation 
of unit costs are usually not large. 

As an example, let us assume there are 
five operating departments — Loans, Con- 
sumer Credit, Individual Accounts, Branch I, 
Branch II — which have the following net 
costs for a given year: 250, 100, 150, 200, 50. 
We further assume that the bank has three 
functions: commercial loans, personal loans, 
checking accounts. The first, second and 
third departments impute all their expenses 
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respectively to the first, second and third 
functions. The fourth department imputes 
respectively 33%, 27%, 40% to the func- 
tions; the fifth department imputes 30%, 
20°, 50%. The total distribution of net costs 
among the functions will be given by 





i I IV Vv 
(100) + o 
(250) + 1.00 (100) + o 


(150) + .33 (200) + .30 (50) 
(150) + .27 (200) + .20 (50) 


(100) + 1.00 (150) + .40 (200) + .50 (50) 





The total costs of the functions are 331, 
164, 255. To obtain unit costs, the total costs 
of each function is divided by the number of 
operations of that function in the same period 
of time. 


2. — The method of cost forecasting that is 
described here aims at deriving the relations 
between departmental net costs and levels of 
activity of the functions of the bank from 
the relations between the costs of these func- 
tions and departmental net costs. This is done 
on pp. 34, 35 in the mathematical section. 
In general such relationships are so com- 
plicated by scale economies, varying degree 
of utilization of large minimum units of some 
factors, limitational factors and complemen- 
tarity of functions and factors, that we can 
only determine one point of the former rela- 
tions with each observation. Many obser- 
vation at different points would then give us 
an approximate description of these relations 
much in the same way as in the game of 
drawing a picture by connecting numbered 
points by lines. The counterpart to connect- 
ing points by lines in the game is found, in 
the analysis, in the statistical fitting of straight 
lines to the observed points. Unlike the ana- 
logy of the game, the statistical procedure 
enables us also to extrapolate the observed 
data, i.e. to describe the relations in regions 
outside the observed point. The statistical 
procedure is explained on p. 35. 

More specifically, it is the purpose of this 
method of cost forecasting to derive the ratios 
of net costs to the level of activity of each 
function, and at least theoretically the whole 
technology associated with them, from the 
results of the computation of unit costs, i.¢. 
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from the ratios of the total costs of the func- 
tions to net costs, at least for a certain range 
of levels of activity. In general the latter ratios 
vary together with all the levels of activity 
because of scale economies, limitational fac- 
tors, etc. mentioned above. Consequently, 
also the former ratios vary, in general. The 
relations of these ratios to the levels of activity 
are approximated by fitting regression lines 
to the observed points by the standard statis- 
tical method of least squares. 

The structure of the above relationships is 
given by technical conditions. Therefore, for 
a better understanding of the results, it may 
be useful to associate the ratios of net costs 
to levels of activity with certain techniques 
of production. The identification of the tech- 
niques involved may usually be made from 
a general knowledge of the operations of the 
bank. In some cases detailed operational re- 
search might be necessary. Needless to say, 
the larger is the technology, or set of possible 
techniques, and the more frequent are coe- 
xisting techniques and complementarity, the 
more information is needed from cost analysis 
for cost forecasting. Cost analysis yields more 
information when it is made at relatively short 
time intervals and when the levels of activity 
of the functions vary widely. 

Some examples of the technical conditions 
determining the structure of the cost relation- 
ships may clarify this point. An example of 
scale economies may be found in the fact that 
centralized operations are usually cheaper than 
operations performed by the branches. Simil- 
arly, an increase in the activity of a depart- 
ment with respect to some functions might 
make possible a more efficient use of the 
existing facilities and consequently lower the 
costs of other functions performed by the 
department. Punched-card equipment is clearly 
a factor with a large minimum unit: when 
the volume of activity of a bank reaches the 
level at which it is convenient to install such 
equipment, this new technique will in general 
make possible lower unit costs. On the con- 
trary, limitational factors — like office space, 
or the availability of skilled and experienced 
labor — may mark a region, or several re- 
gions, of activity levels with higher unit costs. 
Limitational factors illustrate also the possibi- 


lity of more than one technique being applied 
to the same function at the same time. For 
instance, if two techniques are known, one 
of which is more economical under a certain 
set of salaries and prices but uses such large 
quantity of a limitational factor — of which 
a certain maximum amount is available — 
that a given level of activity cannot be reach- 
ed, it may be expedient to use this technique 
in concurrence with the less economical one, 
which however uses a proportionately smaller 
amount of the limitational factor. 

The relationships of departmental net costs 
to levels of activity of the functions — recon- 
structed from cost analyses, or « observa- 
tions », over a period of several years, by the 
method previously explained — may be used 
for several purposes, among which we may 
mention: (1) to forecast net costs of the de- 
partments and unit costs of the functions for 
different levels of activity, (2) to detect varia- 
tions in the efficiency of departments at pre- 
sent as well as in the past, corresponding to 
changing levels of activity. 

A complication in the analysis arises from 
variations in salaries, prices and rentals of 
goods and services used by the bank. In this 
connection a distinction must be made bet- 
ween the direct and indirect effects of these 
variations. The direct effect is simply that 
change in the expenditures of the depart- 
ments, which is caused by variations in sala- 
ries and prices under the assumption that 
after these variations the departments use the 
same quantities of different kinds of labor 
and of goods as before. Of course this is a 
rather restrective assumption. In fact, if more 
than one technique, using different propor- 
tions of kinds of labor, goods and services, 
may be applied to the same function, it may 
very well happen than an increase in salaries 
and prices of labor and goods (e.g. salaries of 
bookkeepers) largely used by the technique, 
or combination of techniques, presently appli- 
ed (e.g. bookkeeping by manual machines) 
would make these techniques less economical 
than others (e.g. semi automatic accounting) 
which use large quantities of factors that 
have now become comparatively cheaper (e.g. 
punched-card equipment). As a consequence, 
to continue to operate on the most efficient 
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keel the bank would have to switch to the 
more economical techniques. Variations in 
departmental expenses caused by these tech- 
nical changes are the indirect effects of the 
variations in salaries and prices. Both effects 
of these variations have to be measured in 
order to bare the relationships of net costs 
to levels of activities on which our cost fore- 
casting is based. The mathematical frame- 
work of these interactions and a method for 
the measurement of direct and indirect effects 
will be developed on p. 36. 


* * * 


3. — In the mathematical discussion we 
make use of matrix notation for simplicity 
in writing. A capital letter denotes a matrix, 
and a small letter represents a column vector 
(or one-column matrix). A small letter with 
subscripts indicates a term of a matrix or a 
component of a vector. 

The gross total costs of the departments, 
v, are given by 

u=Ev, 


where u are the direct or initial costs of the 
departments and E is the matrix of the per- 
centages of gross total costs debited by each 
department to the others, 


I — en | — Cie 


E = — C2 I | — Ci 


— Cal — Cnz | I 


The solution for the gross total costs, v, is of 
course 


v=E"u 
E has the properties that ej > o and 


I— JS ej>o. 
ixj 


These properties ensure a solution for v > o. 
The net costs are 


ye (' "=" 


iFj )weo. 


The equality will hold for the service depart- 
ments, the inequality for the operating de- 
partments. 


3 
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The cost of each function of the bank 
(commercial loans, checking accounts, etc.) is 
derived from the net costs of the departments 
by a linear transformation 


z=By. 


The dimension of z is generally smaller than 
the dimension of y; B is usually therefore, a 
rectangular matrix with more columns than 
rows. 


4. — This is just a restatement of the frame- 
work of cost analysis as it is applied by some 
large banks. The method of cost forecasting 
that will be developed here aims at deriving 
the matrix of the (constant or variable) ratios 
of y to the levels of activity of the functions 
of the bank, from the B-matrix observed for 
different sets of levels of activity at different 
times. In general, the B-matrix varies with 
the levels of activity, ic. B= B(x), because 
each department will impute different per- 
centages of its expenses to the various func- 
tions, depending on the volumes of activity 
of the functions. One observation of the B- 
matrix presumably defines an efficient point 
on the «production function», at certain 
salaries and prices. A number of observations 
at different levels of activities, defining as 
many distinct efficient points on the « produc- 
tion function », help to reconstruct such effi- 
cient production function by a more or less 
close approximation. 

The method suggested here for such inter- 
polation is devised to permit a certain elas- 
ticity of the model, which may yield a better 
fit to the real relationships, and to make the 
most out of an usually small number of obser- 
vations which often, moreover, contain errors 
of estimates. In fact, the observations are 
usually few because they are made once a 
year and the series studies should not go back 
in time so far as to include important changes 
in technology, defined as the set of known 
banking techniques. Furthermore, the B-ma- 
trix is inferred by time-studies, or estimated 
on the basis of experience, knowledge of ser- 
vices, etc. with an inevitable margin of error. 

As a reasonable approximation it may be 
assumed that the levels of activity of the func- 
tions of the bank are independent varia- 
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bles (*). It is then clear that the expenses 
— reflecting the volumes of work — of the 
departments cannot vary freely. The varia- 
tions in the department expenses are restricted 
to a subspace of at most the same dimension 
as the space of the functions — which gene- 
rally are smaller in number. The net costs 
of the departments are related to the levels 
of activity of the functions by banking tech- 
niques. The techniques are constant vectors, 
because, if all factors producing a function 
by a certain technique are taken into account, 
a proportionate increase in the quantities of 
these factors should produce a proportionate 
increase in the level of activity of the func- 
tion. Needless to say, varying combinations 
of such techniques make possible variations 
in the proportions among the quantities of 
factors. These combinations describe external 
economies, large minimum units of a factor, 
limitational factors, etc. already discussed. 

(1) We now assume that the techniques 
used. and also salaries and prices do not 
change. Denoting by x the levels of activity 
of the functions, as a first approximation we 
may consequently express the department net 
costs — which are proportionate to the volumes 
of work of the departments under constant 
salaries and prices — as linear functions of 
X, ie. 


y=Ax. 


The total costs of the functions, . do not 
appear explicitly because they are simply given 
by the equations 


a= JS au KX. 
j 


The terms 5 aj are, of course, the unit costs 


i 
of x: If the A-matrices were constant, they 
would also be constant and this assumption 


(*) Actually they partially depend on past expenses for 
building up the business (on advertising, public relations, etc.). 
In a more refined analysis, such expenses should be treated as 
independent variables; the relationships between past expenses 
and present levels of activity would be given by market con- 
ditions. The theoretical framework is rather simple. However, 
its applications represent a significant extension of the scope of 
the analysis, for they involve (1) identification of these expenses, 
and (2) market analysis. 


would impose too strong a restriction on the 
analysis. Furthermore, inspection of the ex- 
pressions below shows that if 4 is a constant 
such is also B. However, in most cases B is 
a variable. As a better approximation, the- 
refore, A may be expressed as a linear func- 
tion of x, because the combination of tech- 
niques used will depend on the levels of 
activity. 
We then have, 


z = B(x)y, y = A(x)x, z = J ay(x)xi. 
j 


Therefore, 
z=BAx=Cx,andBA=C, 


where 


) : 
0 (Za 
j 

We want to find A. It is possible to solve 
for A only if the expression BA = C pro 
vides a number of terms in A. This is the 
case in general only if these matrices are non- 
singular, that is if costs of the departments 
are summed in as many groups as are the 
functions of the bank. The criterion followed 
in this grouping depends on the particular 
features and purposes of the analysis. For 
example, costs of departments which are to 
be more fully analyzed may not be added 
together, or a geographical criterion may be 
used in grouping, etc. This is, of course, a 
severe limitation on the analysis. However, 
it may be partially offset by an adequate cri- 
terion in grouping. Using the same notation 
with a bar to denote the above terms after 
this transformation, the aggregation of the 
costs of three departments — for instance — 
will be clearly given by 


yi=yr+y+ yp, 


fa by thy t by 
yr + ye > yr 
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b; being the i column of the matrix B” which 
multiplies y:. Consequently, 


The computation of the inverse of B will be 
much simpler than the computation of the 
inverse of E — for the solution for the total 
costs — because the size of B is much smaller. 
A will have to be computed for each obser- 
vation. 

To find a statistical. approximation to A (x) 
— based on the assumption of random devia- 
tions, which seems to be reasonable — a 
regression line of each term of 4 on x is 
computed by the method of least squares. 
These calculations may be facilited by choos- 
ing the x: on which each term of 4A may 
reasonably depend, ‘not only to save labor, 
but also to obtain a better fit, because the 
reliability of the results depends on the numb- 
er of degrees of freedom, equal to the number 
of observations minus the number of regres- 
sion coefficients. In case of uncertainty as to 
the x: to which a particular term of A would 
be related, it might be expedient to compute 
a regression equation of this term and dif- 
ferent sets of x:, and to compare the sets of 
regression coefficients thus obtained. The re- 


sult for any period of constant techniques will 
be of the form 


A (x) = Ao + Aim + Asx: +... + AsX, 


where A are matrices of rank equal to or 
smaller than A. Standard tests may be appli- 
ed, determining the level of probability at 
which the coefficients of A (x) are significant. 

A (x) gives a forecast of the costs of the 
various offices and groups of offices and of 
the costs of the functions for any level of 
activity of the bank, at least within a certain 
range. However, it does not give a forecast 
of the cost of a single department if this cost 
was summed to others for the computation. 


If this forecast is required, it may be roughly 
obtained by supplementing the information of 
A (x) with a statistical regression line of the 
costs of the departments in the group under 
consideration, y, on the functions of the bank, 
x. A more rigorous procedure, on the other 
hand, would be to repeat the computation for 
A, regrouping the departments in order to 
isolate the ones for each there is a specific 
interest. Obviously, if the computations were 
repeated once or twice, the whole original 
matrix A (x) could be reconstructed. 

(2) The expenses of a department may 
vary because the techniques used and also the 
salaries and prices change, beside levels of 
activities. If at any time the techniques — or 
methods of work — of the bank undergo 
important changes, for example because the 
technology changes, the statistical applications 
should be made, separately, for the periods 
before and after these changes. A comparison 
of the results for the two periods may help 
in determining the effects of technical changes 
on costs. 

Changes in salaries and prices, if they are 
large and not proportionate, may be expected 
to make some unused or little used techniques 
become more economical than others, bring- 
ing about a shift in the techniques applied. 
Therefore, these changes, beside affecting the 
costs directly, because salaries and prices form 
the costs, may have an indirect effect on costs 
by modifying the proportions of techniques 
applied. As we pointed out, for instance, if 
salaries of clerical workers should increase by 
a large percentage, it might become econo- 
mical to use new methods of work, substitut- 
ing mechanical equipment with semi-skilled 
operators for skilled bookkeepers, tellers, etc. 
in some departments. 

For cost analysis it is essential, of course, 
to distinguish between variations in net costs 
caused by changes in levels of activity and 
by changes in salaries and prices. If salaries 
and prices changes proportionately, net costs 
vary in the same proportion, coeteris paribus. 
However, generally in the computation of net 
costs changes in initial costs caused by varia- 
tions in salaries and prices are to be kept 
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separate. We write the relationship of initial 
costs to total costs as follows: 


u=u +u"°=Ev= EV + v’) 
, ” at 
u=Ev,u’=Evy’, 


where the double-primed letters represent the 
direct effects of changes in salaries and prices 
on costs with respect to a point of time taken 
as a basis, ¢ = O, and the primed letters are 
the difference between costs and the direct 
effects. The solution for total costs is 


v=E*uv=E' u,v =E' w. 
Once E- has been calculated, not much labor 
is involved in finding v and wv”, beside v. 
Net costs are then given by the simple ex- 
pressions 


w=(1— za)\u =O 


i¥j 


yi (3 Ber\ri =O 
iAj 
yi (7 ~~ Ba vi => O. 
iFj 
The statistical relationships A (x) are found 
between y’ and x, i.e. between net costs after 
the direct effects of variations in salaries and 
prices have been eliminated, and levels of 
activity. 

If large indirect effects of variations in 
salaries and prices — i.e. technical changes — 
are present any time, they should be treated 
like technical changes from any other cause, 
and the statistical applications will be made 
for the periods before and after the changes, 
as it was previously explained. 


Pietro CAsTIGLIONI 





Invalidity, Old-age 


and Survivors’ Compulsory Insurance in Italy “ 


Historical outline: from the principle of «in- 
surance» to that of «social security ». 


1. — The first attempt in Italy to imple- 
ment on a national scale the protection of 
workers against the « risks » of invalidity and 
old age goes back to 1898, when the « Work- 
ers’ National Invalidity and Old Age Fund » 
(« Cassa Nazionale per l’invalidita e vecchiaia 
degli operai ») was set up on a purely volun- 
tary basis and with strictly « insurance » cri- 
teria. Members were not restricted as regards 
the amount contributed or the time at which 
they were paid. On reaching the age of 60, 
or 55 in the case of women, or if they became 
unfit, they drew a pension corresponding to 
the capital accumulated, and in addition a 
contribution from the State proportionate to 
the capital but subject to certain upper limits. 

The failure of this experiment (1) and 
conditions after the first world war made it 
essential to adopt a more advanced solution (2). 
In 1919 the following measures were intro- 
duced: compulsory insurance of all employees 
(workers and white collar classes); sharing of 
the contributions on a basis of equal assess- 
ment between employers and employees; con- 
tributions to be according to agreed wage 
group; the raising of the age for retirement 
to 65 for all insured persons. The right to 
pension was granted only when contributions 


(*) The system of compulsory insurance here considered 
applies in the main to employees and workers of private firms. 
Thus both civil servants and employees of public corporations 
whose social security systems have been officially recognized as 
replacing compulsory insurance are excluded. 

Tenant farmers and sharecroppers are not yet insured. 

(1) From 1898 to 1920 the « Fund» had in all hardly 
700,000 members on its books. 

(2) In Decree Law No. 603 of 21 April 1919 (which came 
into force 1 July 1920). 1917 had seen the first application of 
the principle of compulsory insurance to the personnel of aux- 
iliary defence establishments. 


had been effected over a minimum period; and 
the amount of the pensions was adjusted to 
the size of the contribution, plus a flat rate 
sum borne by the State. The « National So- 
cial Insurance Fund » (Cassa Nazionale delle 
Assicurazioni sociali) was given the job of 
administering these pensions. This was sub- 
sequently changed to « National Social Secu- 
rity Institute » (Istituto Nazionale per la Pre- 
videnza Sociale), its present title. 

The system adopted to determine the scale 
of contributions was that of capitalisation on 
the basis of an average steady premium. 

These new measures recognised the work- 
ers’ right to social security although the arran- 
gements themselves still savoured strongly of 
insurance criteria, and the raising of the mo- 
ney to finance them ceased to be a problem 
of pure mutual aid and to concern only the 
working class, which was exposed to insurance 
risks. It now became a social question affect- 
ing the whole productive population, and, to 
a lesser extent, the whole nation which inter- 
vened via the State. 

Between 1919 and 1939 there were no mo- 
difications worthy of note (3); but with the 
passage of time the benefits received became 
increasingly absurd, since contributions, still 
linked to 1919 wage levels, were too low and 
indeed quite unrealistic. In 1939 insurance 
was reformed (4) but the revision did not 
undermine the basic technical criteria follow- 
ed in earlier legislation. Bearing current rates 
of remuneration in mind, the new scheme 
worked out new classes of basic contributions, 
distinguishing between workers and white col- 


(3) Apart from a few slight alterations in 1928 and a recast- 
ing the whole of compulsory insurance in 1935. 

(4) In Decree Law No. 636 of April 1939, which was tran- 
sformed, with slight modifications, into Law No. 1272 of 2 
July 1939. 
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lar employees and between the pensions accru- 
ing to them. The new contributions were 
calculated in such a way as to make possible 
not only higher benefits but also the introduc- 
tion of pensions to survivors, and the tapering 
off at a later date of the State contribution. 
The right to a pension was made dependent on 
a minimum period of insurance coverage and 
on a minimum amount of contributions (5) 
which varied according to grading (worker or 
white collar employee) and to sex. The age 
for pensioning off was reduced to 60 for men 
and 55 for women and a distinction was 
made between the sexes as regards the regu- 
lations governing the accumulation of pen- 
sion. These measures were put into effect gra- 
dually (6), since it was desired as a first step 
to build up sufficiently strong reserves and 
avoid upsetting the system of « capitalisation 
based on an average steady premium ». 

The 1939 reform thus paved the way for 
an improvement in future benefits, but, as 
regards the obligation to contribute, it mar- 
ked a step back from the 1919 approach since 
the gradual elimination of the State’s contri- 
bution would mean the loss of support from 
the nation in making available financial re- 
sources. 

The inflation arising out of the second 
world war rapidly cancelled the advantages 
which the 1939 law should have brought and 
as early as 1943 made it necessary to increase 
pensions by 25°%. The necessary funds were 
raised — in accordance with the principles 
which had hitherto prevailed in insurance — 
by an appropriate increase in the average gene- 
ral premium. Nevertheless it is worth noting 
that this was the first time there had been any 
departure from the principle of pure insurance 
and the beginning of the acceptance of the 
principle whereby payments should be linked 
to real values, fluctuating with variations in 


an This favoured the more highly paid workers who paid 
their contributions in the top gradings and were thus the first 
to reach the amount. 

(6) Thus the age for pensioning off was reduced by stages 
over five years. Reversion was allowed only in the case of pen- 
sions to survivors of insured persons paid out after 31 Decem- 
ber 1944 and in those of survivors of pensioners retired after 
that date. A different policy was adopted in the case of survi- 
vors of pensioners retired between 1.1.39 and 31.12.44. They 
were given a lump sum payment (equal to one year’s pension). 
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the cost of living. And in effect the 25% 
increase was granted not only in the case of 
future pensions (due after the coming into 
force of the law) but also to pensions which 
were already being drawn when the law came 
into force. 

Immediately after the war, as the fall in 
the value of the lira grew more abrupt, the 
principle of the « payment in real values » 


_was destined to be applied with increasing 


frequency, not only in the case of the various 
revaluations of pensions, but also of guarantees 
of a minimum payment (7). The natural con- 
sequence of this principle was the dropping 
of capitalisation as a system for finding the 
finance (8) and consequently the intervention 
on a growing scale of the community. This 
brings us to the law of April 4, 1952 on the 
« Revision of compulsory insurance for inva- 
lidity, old age and survivors » (« Riordina- 
mento dell’assicurazione obbligatoria invalidita, 
vecchiaia ¢ superstiti »), which affirmed with 
greater force the principle of cooperation by 
the nation as a whole and gave de facto reco- 
gnition to the change-over from insurance to 
social security. 


The war and post-war crisis in Social Insu- 
rance. 


2. — Insurance for invalidity, old age and 
survivors was particularly badly hit by the 
inflation. This crisis played a disturbingly 
important part in the shrinkage of fixed in- 
comes and the proletarianisation of the middle 
classes. The phenomenon is worth a detailed 
analysis from several angles and because the 
1944-52 experiment allows us to stress the 
insufficiency of the Act of 1952 in the event 
of new inflations. 

The historical data of Table I covering the 
period between 1920 and 1953 may help to 





(7) In the series of legislative measures passed between 1945 
and 1952. 

(8) It would in any case have been impossible to maintain 
this system owing to the excessive burden involved in revaluing 
the reserves. Nevertheless, capitalisation, though abolished by 
the increases granted from 1945 on and by the adjustment of 
scales in Law No. 218 of 4 April 1952, remained in force for 
the pension part defined by that law as « basic pension » which, 
mutatis mutandis, is at bottom that accruing on the basis of the 
legislation passed up to 1943. 


Invalidity, Old-age and Survivors’ Compulsory Insurance in Italy 


illustrate the situation at various times in the 
field of social insurance during the critical 


wartime and post war years. 
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of a pension were only a handful, the problem 
of the low rate of benefits, however serious 
for the people directly concerned, did not 


Taste | 


COMPULSORY INSURANCE PENSIONS AND AVERAGE AMOUNTS RECEIVED PER PERSON 


Total number 


AT THE END OF EACH YEAR (a) 


Average amount received per 


Number of 


| 


j 
| 


year per person 


pensions as % | 


of pensions 


of population 
at the time 


Lire at 
current value 


As % of worker's 
annual earnings 


Industry 


Agriculture 


1920 
1925 
1930 
1935 
1936 
1937 
1938 
1939 
7940 
194! 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
195! 
1952 
1953 


23,264 
759576 
250,767 
387,926 
420,873 
456,726 
493,117 
572,545 
643,009 
696,527 
761,865 
854,856 
945,72! 
1,007,729 
1,112,324 
1,290,056 
1,474,251 
1.651,896 
1,808,746 
1,940,070 
2,077,356 
2,321,642 


0.06 
0.19 
0.51 
0.91 
0.98 
1.05 
1.13 
1.29 
1.44 
1-55 
1.69 
1.88 
2.08 
2.20 
2-41 
2.83 
3-21 
3-58 
3-89 
4:15 
4-42 
4-92 


| 


251 
662 
780 
786 
791 
795 
762 
788 
822 
865 

1,090 
1,137 
4339 

13,700 

36,322 

42,015 

499720 

50,645 

50,133 

80,319 

82,802 


5.38 
14.83 
22.17 
22.50 
21.68 
20.89 
18.24 
15-84 
15.36 
14-15 
14-58 

9-29 
17-94 
21.27 
21.28 
18.11 
20.46 
20.03 
17.89 
} 27-23 
| 27.48 
| 


6.57 
11.13 
33-06 
50.70 
46.94 
42-11 
40.31 
36.15 
33-83 
29.22 
26.71 
21.16 
11.45 
19.48 
32.63 
46.35 
35-4! 
39-79 
40.20 
38.70 
59-88 
58.33 





| 


Average daily amount in | 
1953 lire (d) 


Lire 


(e) 


23 
35 
104 
153 
144 
132 
123 
113 
100 
go 
82 
62 
15 
28 
75 
123 
134 
157 


162. 


146 
224 
227 


Index 
numbers 


1937 =100 


22 
34 


(a) Including optional insurance. Holders of both a compulsory and an optional pension are counted only once. 


(b) Annual earnings calculated on the basis of average remuneration ascertained by [NAIL (National Labour Accidents Insur- 
ance Institute) and a working year of 41 weeks (cf. note 24). 


(c) Annual earnings calculated on the basis of the remuneration of land workers over the relevant years. The figure used is 
that for adult males (cf. Italian Statistical Annual for 1953, table 469) assuming a working year of 170 days. 


(d) The coefficients used for recalculating the current lire into 1953 lire are based on the cost of living index. 
(c) The following average prices of major foodstuffs in 1953 will help in visualising the average daily benefits: 1 kilogramme 


of bread, 122 lire; 1 ki 





of spaghetti, 154 lire; 1 kilogramme of meat, 896 lire; 1 egg, 30 lire; 1 litre of milk, 78 lire; 


t litre of oil, 486 lire; 1 kilogramme of sugar, 263 lire; 1 kilogramme of fresh fruit, 287 lire (« Monthly Statistical Bulletin », 


February 1954). 


As will be seen from Table I, the benefits 
received by insured persons when compulsory 
insurance was first introduced were quite insi- 
gnificant (9). Yet, so long as those in receipt 


(9) In 1925 the average pensions was barely 5% of the 
average earnings of an industrial worker and provided a daily 
available sum of L. 35 expressed in purchasing power of 1953, 
equivalent to a motorbus fare, 


necessarily give grounds for concern to the 
community as a whole. However, as the num- 
ber of pensioners continuously increased (cf. 
column 1 of Table 1), the question took on a 
more marked social colour. At the time 
social insurance was adopted, the financial 
plans had intended that the gap between 
benefits and remuneration should gradually 
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lessen as the contributionary period increased. 
However, this expectation soon turned out 
to be unfounded. In 1930 the real value of 
the benefit was hardly sufficient to cover the 
cost of even a worker’s daily consumption of 
bread. Subsequently, though in the biennium 
1935-36, the pensions had risen to higher ra- 
tios of the wages paid, they were still very 
low in real purchasing value (10). This was 
the consequence of having based the actuarial 
scheme on the unrealistic assumption of mo- 
netary stability. In fact, as we have already 
noted, the classes of basic contribution corre- 
sponded to the wage situation in 1919. As a 
result of the variations in nominal wage levels, 
insured persons, while almost all included in 
the top grading of contributions (over 60 lire 
a week), were paying extremely low contri- 
butions (since these were pegged to 1919 mo- 
ney wages) and therefore drew pensions which 
were ridiculously small in relation to real wa- 
ges and the cost of living. 

As a result, the authorities were forced, 
iN 1939, to revise the rates of contribution and 
to adjust them to current wages. But this 
reform, too, was based on the assumption that 
the purchasing power of the currency was 
constant. Had that been so the disparity bet- 
ween pensions and remuneration would have 
been gradually reduced. As it was, with the 
outbreak of the war and the spread of infla- 
tion, the estimate once again turned out to 
be wrong and the real value of the benefits 
rapidly diminished. By 1943, people in re- 
ceipt of a pension numbered about 850,000 
and, on an average, they were drawing less 
than 15% of the average industrial wage 
levels, while wage levels were again tending 
to rise above the upper limit of the top grad- 
ing of contributors. In 1943 steps were taken 
to increase existing and future pensions by 
25% and contributions by 50% in order to 
bring up to their proper level the reserve 
funds and to buttress, once again, the capita- 
lisation system. But these benefits were rapidly 
cancelled by the soaring inflation and, in 1944, 
the real value of benefit received reached a 


(10) And they lost still further in real value, as can be seen 
by looking over the last column of Table I. 


record low (15 lire a day in terms of 1953 
purchasing power, i.c. about 150 grammes of 
bread!). The number of pensioners was not 
far short of a million thus facing the com- 
munity with an extremely grave problem. 

1945 saw the first of a series of measures 
(which were to be repeated up till 1952) desi- 
gned to improve the real value of the benefits, 
the cost of the increases over 1943 being met 
by the technical distribution system. As a 
result of these measures (cfr. footnote 11) 
by 31 December 1950, the average individual 
value of pensions had risen to 162 lire a day 
(in terms of 1953 purchasing power). 

In 1951, owing to the gradual elimination 
(by death) of pensions carrying a « bread 
indemnity » of average steady measure and 
their replacement by others (of more recent 
date in which this allowance was related to 
the number of children), the value of the 
pensions suffered a certain decline( 146 lire a 
day in terms of 1953 purchasing power) while 
the number of pensioners was now approach- 
ing 2 million, i.e. more than 4°% of the pre- 
sent population. 

By and large, the main features of the 
Italian experiment in social insurance from the 
beginning of the second world war to the 
1952 reform are: 


(a) the heavy sacrifices suffered by insur- 
ed persons owing to the devaluation of the 
lira. Once again, in the struggle for the shar- 
ing of losses and profits caused by inflation, 
their interests were lost of sight. The pen- 
sioners’ sufferings, however deplorable from 
the social and moral point of view, were a 
positive factor in stabilising the currency. In 
periods when there was an acute tendency 
for prices to rise, especially immediately after 
the war and to a lesser extent in the early 
stages of the Korean conflict, the destruction 
or the curtailment of the real purchasing 
power of pensioners and other fixed income 
categories was one of the factors which held 
inflation in check. The history of the stabi- 
lisation of the lira is, unfortunately, also the 
story fo the « injustices » suffered by the pen- 
sioners. 


(b) A growing degree of administrative 
confusion, owing to the overlapping of addi- 
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tional payments, allowances and special bo- 
nuses. Every benefit paid out ultimately con- 
tained a number of strata, such as a so called 
basic pension, a supplementary payment, a 
bread indemnity allowance, temporary emer- 
gency allocation and extraordinary emergency 
allocation (11). 


The 1952 reform. 


3. — The 1952 law aimed to revise the 
arrangements in this whole complex field 


and was set out to solve the following pro- 
blems (12): 


(a) to simplify the administrative pro- 
cedure by replacing the allowances which had 
been grafted on to the basic pension by a 
single allowance which would enable pen- 
sions to be brought into line with the cost of 
living; 


(b) to do away with the levelling out of 
pensions (13) and re-introduce differentiation 
according to each individual’s contribution, 
while retaining certain statutory minima. 

To attain these aims, it was decided to 
take as a point of departure the 1943 condi- 
tions, i.e. to calculate the « basic pension » in 
accordance with the legal rules in force at 
that time and to multiply the figure obtained 
by 45 (14). Of the resulting figure, 1/45 


(11) To make the picture clearer, the following breakdown 
of each pension in 1951 may be worth quoting: 

— basic pension, equal on an average to 2.5% of the 
total value of the pension, and determined on the basis of 1943 
regulations; 

— supplementary payment, cqual on an average to 18%, 
of the total value of the pension; 

— bread indemnity allowance, equal on an average to 
16.3% of the total value; ; 

— temporary emergency allocation, equal on an average 
to 43.5% fo the total value of the pension; 

— extraordinary emergency allocation, equal to 19.7%, of 
the total value of the pension. 

(12) Cf. the Report on the Draft Law on « Revision of 
Compulsory Insurance for Invalidity, Old Age and Survivors » 
(« Riordinamento dell’ Assicurazione Obbligatoria Invalidita Vec- 
chiaia e Superstiti »). 

(13) The various payments and allowances granted from 
1945 to 1951 did not depend on the amount of the individual 
contribution but on the age and sex of the pensioner, the type 
of pension, or, in the case of the cost of living allowance, on 
the pensioner’s family responsibilities. 

(14) That being the figure arrived at for the increase in 
the cost of living between 1943 and the date at which the draft 


would form the « basic part » (pensione base) 
(which would correspond to the capitalisation 
system) and the remainder, the « readjust- 
ment aliquot part » (quota d’adeguamento) to 
be charged to the distribution management, 
which took care of all the increases granted 
since 1945. 

Other results attained by the 1952 law 


were: 


(c) to bring contributions into line with 
real wages. In this connection, as for the 
« readjustment aliquot part », the costs of the 
employers’ and employees’ contributions were 
calculated as percentages of earnings. It was 
also stated that the State should make a con- 


tribution towards the cost entailed by the 
benefits; 


(d) to introduce a new series of regula- 
tions governing the right to pension. This 
new procedure involved the abolition of the 
terms of contribution giving right to a pen- 
sion laid down in the 1939 law and marked 
a return to terms on the lines of the 1920 
law (15). The right to pension was thus con- 
ceded to insured persons after a period of 
uninterrupted contributions of 15 and 5 years 
in respect of old age and invalidity respect- 
ively. The aim of this move was to restrict 
the number of beneficiaries to those who had 
given the insurance the necessary financial 


support. 


This point, the retention of the capitalisa- 
tion system in the limited field of the admini- 
stration of the so-called « basic quota of the 
pension » and particularly the presumption of 
money stability are the chief remains of the 
old approach, prior to the act of 1952. 

Thus the new law has not provided an 
efficient safeguard against the dangers of 
inflation. We shall refer further on to the 


measure was tabled. The adjustement at the ratio of 1 to 45 
was made after the unification of the laws on pensions to 
workers and employees. On the other hand, the Act of 1952 
guaranties the maintenance of certain minima amounts below 
which pensions may not fall. 

(15) The 1939 law required also the payment of a minimum 
amount in contributions, whereas the 1919-20 law called only 
for a minimum number of contributions. 











42 


future (16) amount of pensions under the 
several contributionary hypotheses and to their 
ratios to remunerations. It should, however, 
be stressed that the percentage ratios foreseen 
will assure the stable purchasing power of the 
pensions, so long as the normal remunerations 
remain within the limit of the highest class 
as established by the Act of 1952. But should 
normal remunerations exceed the minimum 
level of the highest class, the percentage will 
diminish all the more rapidly the more accen- 
tuated the increase in the nominal value of 
the aforesaid remunerations will be as com- 
pared to the limit above referred to. There- 
fore, in the hypothesis of a serious inflationary 
process, not only would the pensions already 
paid be strongly reduced, but also the future 
ones. 

Considered from this point of view, the 
Act of 1952 can only be regarded as a step 
— even if an important one — towards a 
radical solution which is still far off. 

But, apart from the aspects above noted, the 
Act of 1952 introduced very important inno- 
vations both by extending the benefits to pen- 
sioners and survivors, and by introducing a 
substantial State’s contribution. The nature 
and the measures of these larger benefits will 
be defined further on. As to the State’s con- 
tribution, it is a feature that deserves more 
especially to be underlined. 

On 31 December 1952, the annual cost of 
compulsory pensions had risen to 168,000 mil- 
lion lire; by 31 December, 1953 the figure was 
189,000 million. This burden is bound to 
grow heavier as the number of pensioners 
swells; how far this will yo is hard to say 
since adequate estimates of the future num- 
ber of pensioners are not available. In 1947 
an estimate by the National Institute of Social 


(16) The Act of 1952 has led to some immediate improve- 
ments, which though modest are far from negligible. Thus 
the average annual pension has risen in the period from 1951 
to 1952 from Lire 50,133 to Lire 80,319, i.e. from 17.9% of 
the average annual earnings of a worker in industry to 27.23%. 
Nevertheless, in 1952 the average daily pension amounted to 
only 224 lire (cf. Table I). 

The average annual earnings of an industrial worker are 
taken as being the average daily remuneration as ascertained by 
I.N.A.LL. (« National Labour Accidents Insurance Institute », 
Istituto Nazionale per l’Assicurazione contro gli Infortuni sul 
Lavoro), which assumes an average working year of 41 weeks. 
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Security-(17) forecast a total of 2,521,000 by 
19553 3:179,000 by 1960; 3,721,000 by 1965 
and 4,139,000 by 1970. On this assumption, 
if the average annual amount of compulsory 
pensions were to remain unchanged, the cost 
would be 214,000 million lire in 1955; 270,000 
million in 1960; 316,000 million in 1965 and 
351,000 in 1970. The real costs however will 
probably be lower than these forecasts, since 
the 1952 law tightened up the conditions for 
obtaining a pension. All the same, the cost 
will go up steadly over the next twenty years. 
As things stand, we are not in a position 
to say anything about the likelihood of the 
national economy standing up to the strain 
without serious repercussions or about the 
means which may be devised to raise the 
money. But certain data may clarify the posi- 
tion. Table II shows the percentage of the 
Italian national income absorbed each year (in 
a few significant years from 1936 to 1953) by 

compulsory pensions. 
Taste Il 
EXPENSES FOR COMPULSORY INSURANCE PENSIONS 

AND NATIONAL INCOME IN ITALY 
(milliards of current lire) 








} 


Expenses for | 





compulsory | National Ratio 
TwuT se insurance Income (1) 
pensions 2.:.bx 309 
(a) (b) 

1936 0,331 go 0.367 
1937 0,361 100 0.361 
1938 0.392 115 0.34 
1940 0,507 122 0.41 
1947 46,857 5,600 0.84 
1948 61,941 6,706 0.92 
1949 82,132 7,037 1.02 
1950 91,604 7,643 1.20 
195! 97261 8,799 1.10 
1952 168,527 9,221 1.83 
1953 189,237 9,953 | 1.90 


(1) Net national income. 


The pressure of social security (i.e. only 
compulsory pensions for invalidity, old age 
and survivors) on Italy’s resources has varied 


(17) Cf. National Social Security Institute (« Istituto Nazio- 
nale per la Previdenza Sociale »), « Bimonthly Statistical Bul- 
letin », 1947, No. 3, Table XX. 











with changes in both the legislation and in 


the size of the national income. It can be 
said, however, that pressure has been con- 
stantly on the increase. From 1936 to 1940 
it was 0.36-0.41°% of the national income. 
After the war it rose steadily from 0.84% in 
1947 to 1.90°% in 1953. 

But in addition to the incidence of social 
security as a whole on the national income, 
it is also essential to bear in mind the size 
of the State’s contribution (to compulsory 
social insurance) which weights heavily on 
public finance. Table III shows, together with 
the data regarding benefits paid out, the ex- 
tent of this contribution for 1952: 54,717 mil- 
lion lire. 

Taste III 


NATIONAL SOCIAL SECURITY INSTITUTE (*): RECEIPTS 
AND EXPENDITURES IN THE FINANCIAL YEAR 1952 
(millions of lire) 





| ] 
Basic Mana- Management | 
of Eouali- 











— a sation Fund, Total 
pitalisation (for distri- | j 
system) bution) 

Receipts: 
Contributions . 6,271 128,545 134,816 
Charged to the State 192 | 54,717 54,999 
Interest payments 39451 _ 3.451 
SUM iene nice 558 5,211 5,764 

Total Receipts . 10,471 | 188,473 198,944 
| 

Expenditures: | 
Pensions and indem- 

ie ahem 4 2,800 | 168.199 170,999 
Prevention and treat- 
ment of invalidity 35 | 816 851 
Overhead expenses . 499 | 8,949 9,358 
Payments to the Re- 
rvs... 6,352 5,486 11,838 
ass 3. Ss 875 | 2.104 2,979 
—_— —_ ———— eee oa 
Total Expenditures 10,471 | 185,554 196,025 
| 
Surplus of the year . ai | 2.919 2,919 


(*) Istituto Nazionale per la Previdenza Sociale (1.N.P S.). 


The real problem of Italian social insu- 
rance arises from the fact that the « social 
insurance budget», unlike that of certain 
other countries, already shows a grave deficit 
and that this deficit has to be met by the 
State. In 1953, 61,110 million lire out of 
189,000 millions devoted to compulsory pen- 
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sions (i.e. 32.5°% of the total) had to be 
provided by the State. In future, the burden 
falling on the State is destined to involve a 
higher rate of expenditure, in proportion to 
the annual increase in compulsory pensions. 
In 1955 it will probably be about 69,000 mil- 
lion; in 1960, 87,000 million; 103,000 million 
in 1965 and 114,000 million in 1970 (18). 
The possibility of avoiding this burden 
weighing too heavily on our budget depends 
on how quickly we can speed up the rate at 
which new sources of income are made avail- 
able, and on the extent of the beneficial reper- 
cussions of a wider measure of social protec- 
tion on the country’s productivity and on its 
capacity to contribute. If, however, this 
strain proves to be unavoidable, social insu- 
rance would undoubtedly have to be regarded 
as one of the factors responsible for the rigi- 
dity of Italian public finance and would at a 
certain point develop into an inflationary force. 


The technical features of the 1952 Act. 


4. — Extension of the obligation to insure. 
- Under the 1952 law, insurance is compulsory 
for workers from the age of 14 upwards who 
are gainfully employed on national territory. 
The exceptions to this rule are: (a) tenant 
farmers and sharecroppers; (b) some other 
categories who come within other social se- 
curity schemes: civil servants (both of the 
Government and local authorities), and em- 
ployees of concerns and corporations whose 
social security systems have been officially 
recognised as replacing compulsory insurance 
(the main category involved is that of public 
corporation employees). Compulsory insuran- 
ce, then, applies in the main to workers and 
employees of private firms. 

Insured workers are not kept track of 
individually through the various stages of their 
insurance career and in consequence the size 
of the insured population is a matter of guess 


(18) According to fuller and more detailed forecasts the cost 
to the State will probably amount to 57,000 million in 1955; 
83,000 million in 1960; 115,000 million in 1965 and 150,000 
million in 1970. Cf. Gumpo Mixeiur, The new law on the 
reform of compulsory insurance pensions for invalidity, old age 
and survivors, in « Rassegna di Statistiche del Lavoro », March- 
April, number II, 1952, page 152. 
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work. A recent estimate covering the three 
years 1949 to 1951 gave the following results: 


Taste 1V 


PERSONS COMPULSORILY INSURED FOR INVALIDITY, 
OLD AGE AND SURVIVORS 





Insured Asa het 
(at nds) frotaatt 
house a 





Men ee Totall Men Women ot 
| 


Pyehe 








| Non agricultu- 
| 

















rab(b) ... eon 1,202 |6,123| 58 | 42 54 
| Agricultural. . . 1,330 635 |1,965| 22 32 | 24 
i Tire | | 
Tom... 6451 1,837 |8,088) 43 | 38 42 | 











(a) As at 4 November 1951. Provisional census data, Cf. 
Italian Statistical Annual 1952, Table 21. 
(b) Including office staff of agricultural estates. 


The percentage of insured persons, in 
terms of the working population, was there- 
fore 42° (8.088 million out of 19.5 million). 
The percentage is as high as 54% if only the 
non agricultural workers (6.123 million) are 
included, whereas it sinks to below 24° for 
the agricultural sector (1.965 million) owing 
to the exclusion of tenant farmers and share- 
croppers from insurance. 


5. — Insurance contributions and the State's 
subsidy. - Contributions, as fixed by the 1952 
law, are composed of two separate parts: 

(a) the « basic part », which is scaled to 
specific categories of earnings and is borne by 
the employer alone; 


(b) the « equalisation fund part» or 
« readjustment aliquot part » (i.e. a comple- 
mentary contribution) which is proportionate 
to the effective earnings of the individual 
workers (starting from a daily minimum wage 
of 400 lire) which is borne 2/3 by the em- 
ployer and 1/3 by the workers; this part 
nowadays represents the major part of the 
contribution. 


For example, in the case of a skilled engi- 
neering worker with a weekly wage of 7,284 
lire a contribution of 13 lire a week is paid 
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(by the employer) for the basic part (0.18% 
of his wages) and 656 lire for the comple- 
mentary contributions (9% of his wages, of 
which 1/3 is paid by the worker). 


The financial subsidy by the State falls 
under various headings: 


(a) a flat rate payment of 100 lire a 
month per pensioner; 

(b) 25°% of the « equilisation fund part » 
of the pensions; 

(c) the State bears the heavier share of 
the cost of bringing up to the statutory levels 
those pensions which, even after equalisation, 
would still be under the minima laid down 
by the law. 


6. — Insurance benefits. - The benefits con- 
sist of (a) (direct) pensions for invalidity and 
old age to insured people; (b) survivors’ pen- 
sions (indirect) or (when the conditions for 
reversion have not been fulfilled) a lump sum 
payment to the survivors of the insured per- 
sons of pensioners; (c) health benefits for the 
prevention and cure of invalidity. 


Direct pensions consist of two parts: 


(a) the « basic pension », calculated in 
relation to the basic contributions paid (19) 
plus a tenth of the pension itself for each 
dependent child (under 18) plus a flat rate 
payment of 100 lire from the State; 


(b) « equalisation (or readjustment) part » 
equal to 44 times the basic pension. 


The total amount (excluding additions for 
the children) cannot fall below the statutory 
limits nor exceed 80°/, of the average earnings 
subject to contribution over the last five years 
period of payments. 


(19) The percentages governing the rate at which contri- 
butions shall rank for pension are as follows: 


Men Women 
On the first 1,500 lire contributed . 45°, 33% 
On subsequent sums of 1,500 lire 
qnmbunt 8 Se. 33% 26%, 
On the residual contribution . . . 20% 20%, 


Before applying these percentages, the contributions effected 
before the 31 March 1943 are revalued as follows: 
— Every lira contributed in periods earlier than 30 April 
1939 is considered as worth 2.70 lire; 
— Every lira contributed in periods between 1 January 
1939 and 31 March 1943 is considered as being worth 1.50 lire. 






















To the total equalised pension (basic part 
plus readjustment) is to be added, every year, 
to cover the Christmas bonus, a 1/12 of the 
annual pension (20). 

The survivors’ pension is reckoned as a 
proportion (21) of the direct pension actually 
being drawn or for which rights had been 
acquired (disregarding the sums in respect of 
dependent children). Where no rights have 
been acquired (but where the insured person 
can demonstrate that he has paid a full year’s 
contributions) a lump sum payment is gran- 
ted equal to 45 times the amount of the basic 
contributions paid in (22). 


7. — Conditions necessary to acquire pen- 
sion rights. - Entitlement to an old age pen- 
sion is conditional on: 


(a) reaching the age of 60 (for men) and 
55 (for women); 


(b) having been insured for at least 15 
years; 
(c) the payment of a number of basic 


contributions equal to at least fifteen years of 
full contributions (23). 


(20) In practice this is how the pension is worked: if a 
man with two dependent children has a total basic contribution 
[as revalued, cf. note (14)] of 10,000 lire, the percentages set 
out in the preceding note apply to that sum. This gives a 
figure of 2,570 lire to which are added 514 lire for the depen- 
dent children (2/10) and 100 lire for the payment made by the 
State. The basic pension will be 3,184 lire (2,570 lire plus 514 
plus 100) which in practice will be raised to 3,192 in view of 
the statutory provisions rounding up the monthly instalments. 
If the basic pension is multiplied by 45 and 1/12 added for the 
extra month’s wages paid at Christmas and the monthly instal- 
ment is rounded up to the nearest 50 as laid down by the law, 
the total equalised pension will be 155,350 lire payable in 13 
monthly instalments of 11,950 lire. 

(21) The percentages laid down by the law are as follows: 


Husband or wife alone 
or with orphans 
Husband or wife 50° 
Husband or wife 
.and one or- 


Orphans alone Parents 


a han 50° 
phan. . . . 90% Px - ° 
Husband or wife 2 orphans 60'/, 


pA I parent 15% 
and two or- 3 orphans 90%, ; Js 


2 parent 30% 


phans . . . go% (< ‘ 
Husband or wife orphans 100%, 
and three or 


more orphans 100%, 

(22) The survivors of holders of a pension paid out in the 
five year period 1940-45 (before the right of reversion came into 
effect) are paid a lump sum equal to one year’s rate of pension 
(cf. note 6). 

(23) This condition will be enforced in full as from 1 Ja- 
nuary 1962 while, for the period 1952 to 1961, transitional 
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Entitlement to draw an invalidity pension 
is conditional on: 


(a) the reduction in the earning capacity 
in occupations suitable to the aptitudes of the 
person insured to less than 1/3 for workers, 
and too less than 1/2 for white collar em- 
ployees; 

(b) having been insured for at least 5 
years; 

(c) the payment of a number of basic 
contributions equal to at least five years full 
contributions; 

(d) the payment of a number of contri- 
butions equal to a year’s full contribution in 
the five years immediately preceding the appli- 
cation for pension. 


The survivors are entitled to claim rever- 
sion of the pension: 


(a) in the event of an insured person dy- 
ing who had already fulfilled the conditions 
for obtaining an invalidity or old age pension; 

(b) in the event of a pensioner dying 
whose pension started to be paid out after 
1 December 1944. 


The survivors are entitled to a lump sum 
payment : 


(a) in the event of an insured person 
dying who, while not having fulfilled the con- 
ditions for drawing a pension, had paid a full 
year’s contributions; 

(b) in the event of a pensioner dying 
who started to draw his pension between 
1 January 1940 and 31 December 1944. 


An examination of the various conditions 
shows that those of length of membership and 
of contributionary period have a typically « in- 
surance » stamp and that they are still retained 
in the modern system. In a way, they explain 
why this form of social security is still called 
insurance. 


8. — Pension levels. - To form an idea of 
the quantitative implications of the system in 
practice, it is as well to show the level of 
pensions at present being paid and the future 


prospects. 


arrangements will be applied under which a contribution will 
be required which will increase year by year. 





We don’t take into account concrete cases 
of statutory minimum pensions (24), which 
are nowadays particularly frequent, but will 


tend to diminuish during the transitional 
period owing to the gradual entry into force 
of the provision which requires 15 years of 
full contributions before an old age pension 
can be claimed and, from 1962 on, for non- 
agricultural workers, will arise almost excly- 
sively in the case of invalidity pensions. 
Table V shows, assuming constant salaries, 
the series of pensions accruing for different 
contributionary periods in 1953, in 1963 and 
in 1983 to an employee who has always (before 
and after the coming into force of the 1952 
law) paid his contributions in the highest 


grading (25). 











Taste V 
ANNUAL PENSIONS CLASSIFIED 
BY CONTRIBUTIONARY PERIOD (a) 
(employees) 
= "Islas, aa 17 Ths LE Ot rr 
eon | Annual » 4 
. ° ‘ um ' pension f 1 
Contributionary periods of years , (thousands 0 ome 
| of lire) 
Jan. '24 - Dec. "53 30 405.6 | 26.0 
» '34- » °§3 20 367-2 23.5 
». “ee =... "ge 10 248.9 , 16.0 
» "34 - » '63 30 621.4 | 39.8 
» "44 - » °63 20 502.4 32-2 | 
» 54 =o +. 63 10 286.0 18.3 | 
» "S54 - » °83 30 783.0 50.8 | 
© “Sina '% 20 540-1 34-6 | 


(a) The salary, though all of it is subject to contribution, 
ranks for pension only up to the amount of 120,000 lire a 
month. 


As will be seen, the situation is tending 
to improve since the coming into force of 


(24) In order to get imto perspective, these minima, which 
for pensioners with non dependent children, amount to 45,000 
or 65,000 lire a year, it should be borne in mind that the 
average earnings of an industrial worker (referred to by 
I.N.A.LL. in evaluating accidents) was 1,225 lire a day in 
1953. Assuming a working year of 41 weeks, as emerges 
from the statistics of the Family Allowance Fund (« Cassa 
Assegni Familiari ») administered by the National Social Se- 
curity Institute, we arrive at an annual total of 301,350 lire. 
Now, if we take this sum as the average annual earnings of 
an industrial worker, it will be seen that the minima represent 
15% or 22% (according to the case) of the earnings. 

(25) This top grading included, from 1920 to 1939, salaries 
over 240 lire a month; from 1939 to 1952 those above 1,400 
lire a month; from 1952 on those over 120,000 lire. 
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the 1952” law, until, in 30 years time, the 
pension of a man with an unbroken record 
of contributions subsequent to the coming 
into force of the law will be about 51% of 
his salary (26) on the assumption that in the 
intervening years there is no variation in the 
level of salaries. 

Coming now to industrial workers, who 
form the greater part of insured persons, let 
us take a typical example: average working 
year 41 weeks and wage equal to the average 
national earnings (as estimated by « The Na- 
tional Labour Accidents Insurance Institute » 
in evaluating accidents for the period up to 
1953) and let us assume that its real value is 
equal to the 1953 value for the whole of the 
successive period. Depending on the various 
contributionary periods we shall have the fol- 
lowing situation (cfr. Table VI): 





Taste VI 
ANNUAL PENSIONS CLASSIFIED 
BY CONTRIBUTIONARY PERIOD 
(industrial workers) 
| Number Annual % 
| Coatributionary periods of years FF sassens of annual 
(a) of lire) | ¢armings 
| Jan. '24 - Dec. '§3 30 180.800 | 63.0 
» "34 - » °§3 20 156,650 | 52.0 
» "44 - » 53 10 109,200 | 36.2 
"34 - » 63 30 208,650 69.2 
» "44 - » 763 20 161,200 53-5 
» ‘54 - » °63 10 85,150 =—s_- 28.3 
"54 - » °83 | 30 188,600 62.8 
a © oe 20 137,150 45-7 


(a) At the time of being pensioned off. 


As regards agriculture we may take the 
case of a regularly employed farm hand with 
a wage of 818 lire a day for 300 days a year. 
Let us suppose that this rate of earning re- 
mains constant over the subsequent period 
(cf. Table VII). 

Agricultural workers’ pensions, assuming 
equal contributionary periods, are well below 
those of non-agricultural workers in absolute 


(26) The improvement is due to the fact that the 1952 law 
has moved the number of the gradings upwards, thus raising 
to a higher level the basic contribution of the top grading 
(which has risen from 180.30 lire a month to 200). 





values, owing to the fact that their contri- 
butions are much lower which, in turn, is due 
to the average earning of this labour category. 














Taare VII 
ANNUAL PENSIONS CLASSIFIED 
BY CONTRIBUTIONARY PERIOD 
(agricultural workers) 
=—=—_—_= ros EAGREEEEESTARGEEIEs bers as — T ——— ere ——— ise ME tee 
| Number | Annual % of 
_ ‘ of | pension 
Contributionary periods years | (thousands | asaual 
(a) | of lire) es 
| Jam, "24 — Dec. "53 30 «| «(Basso «| «33.6 
» "34- » "53 20 66,950 27-3 | 


P 3 45,500 (b)| | 18.5 
FW 53 : “ 65,000 (c) } 26.5 
» "34 - » °63 30 96,850 | 395 
» “4g4- » 63 | 20 81,250 33-1 | 
» ‘s¢- » ‘63 | 10 65,000 (d)' 26.5 | 
» "Sa - » °83 | 30 124,150 50.6 | 
» - » | 93,600 38.1 | 


(a) At the time the worker is pensioned off. 

(b) Minimum to which people under 65 in receipt of an 
old age pension are entitled. 

(c) Minimum to which invalidity pensioners of any age 
and old age pensioners of over 65 are entitled. 

(d) Minimum to which people drawing invalidity pensions 
are entitled. In the case postulated there would be no entitle- 
ment to old age pension. 


Statistical data on the pensions paid in 1952. 


g. — The number and the amounts (total 
and per capita averages) of direct (old age 
and invalidity) pensions and of indirect (sur- 
vivors’) pensions which were being paid on 


31st December, 1952, are shown in Table VIII. 


Taste VIII 


GROUP DISTRIBUTION OF THE PENSIONS EFFECTIVE 











ON 31.12.1952 
———— eS = l — ————. 
| Annual amount 
ae 
Group of Total 
ions |(millions| “4P 
pensions | average 


| of lire) | (lire) 








Old Age 1,318,961 | 111,963 84.887 

Invalidity 510,452| 41,011 909,343 

| Survivors 169,207 | 11,147) 65,877 
Total . . . . 1,998,620 | 164.121 


82,117 
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On 31st December, 1952, the compulsory 
pensions (provided by law) in course of pay- 
ment numbered in all 1,998,620 of which 66°, 
were paid to old age pensioners, 26% for 
invalidity, and only 8% to the survivors of 
insured persons or pensioners. The participa- 
tion of survivors to the pensions was still very 
small as the right to reversibility was granted 
only in the case of pensioners already receiv- 
ing pensions, and in cases of death while at 
work that have occurred as from 1st Ja- 
nuary 1945. 

The average per capita.amount is seen to 
be higher for the invalidity pensions (L. 90,343) 
than for the old age ones (L. 84,877) although 
the average length of the contributionary 
period is higher in the case of the old than 
of the invalidated. This is due to the fact that 
the minimum pension guaranteed for invali- 
dity was 65,000 lire per annum for each case, 
whereas the minimum pension guaranteed to 
old persons under 65 years of age (who 
accounted for 38° of all those entitled to 
receive them) was only 45,500 lire. 

Table IX shows the territorial distribution 
of the expenditure on pensions and the ave- 
rage per capita amount in the several areas of 


the country on 31.12.1952. 
Taste IX 


TOTAL ANNUAL AMOUNT AND AVERAGE PER CAPITA 
VALUE OF THE PENSIONS ON 31.12.1952, 
IN THE SEVERAL AREAS 


| 























| Total annual | Average per ca- | 
amount | pita amount 
| — ———|- 
Sadia j | Index : 
| mye % \ In lire |Italy= 
PS PORE i... tt 
North Italy . ° | 101,251} 61,86 | 85,948 | 105 | 
Central Italy . - | 245477) 14.92 83,451 | 102 | 
|»South Italy . | 245163) 14,72 | 72,783 89 | 
| Islands. . - | 13.791) 8,40! 72,680 | 89 
| Italians abroad ‘ 169 a 70,856 86 | 
| | rp 
| | 164,121|100,00 | 82,117 100 | 
| | 


North Italy (44.25% of the Italian popula- 
tion) received nearly 60% of the pensions, and 
accounted for 62°/, of the sums assigned; the 
per capita average amount therefore exceeded 
by 5% the national average. The South and 
Islands (37.18°% of the Italian population) 


received 26% of the pensions and therefore 
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accounted for only 23° of the expenditure, 
so that the average per capita pension was 
11% below the national average. This dif- 
ference is accounted for by the fact that in 
the South the pensions to farm. workers, which 
are lower than the others, are preponderant 
and lower the average. 

The distribution of the pensions, classified 
by their amounts, on 29.11.1952 is showr in 
Table X. 

Taste X 


PERCENTAGE DISTRIBUTION OF PENSIONS CLASSIFIED 
BY AMOUNT ON 29.11.1952 


% of ad le 





| Amount per annum 
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(minimum L. 45,500 per annum); in the case 
of pensions for invalidity, 88.65°/, belong to 
the second amount group (minimum L. 65,000 
per annum), while in the case of old-age pen- 
sions, 21.4494 come under the first amount 
group, covering the minimum amount for 
pensioners under 65 years of age (L. 45,000 
per annum) and 55.679, come under the 
second group, which includes the minimum 
pension for persons over 65 years of age 
(L. 65,000). In the case of old age pensions 
the number in the first two amount groups 
(78.11%) is smaller than is the case for the 
invalidity pensions (88.65°/,), as the contribu- 
tionary period for the old age pensions (on 


: Old | Inva- | Surv ° ° 2 is ° 
| Lise age | lidity s | Total, the basis of which they are liquidated) is gene- 
ciel ee em sa ne: Po] rT rally longer. But the weight of the pensions 
fete 12" | ggiobe to >'6s,d00"|ns-gqh 2] 6580] “4: 23| of less than 65,000 lire is however such that 
65,000 100,000 | 56.67] 88.65| 26.87] 65.28 it lowers the average per capita amount of the 
porttpoceapp cnpently 249 +e 296 old age pensions to a figure below that for 
BERLE, A AERANS. FEST TPS IF 9-75) the invalidity pensions. (See Table VIII). 
200,000 250,000 515) 2.05) 0.90 401) FE the invalidi Ael ' 
250,000 300,000 1-35) 0.44) 0.15} 1.02 Or tie tives ty and old age pensions 
300,000 350,000 | 41 0.12 0.04| 0.31! the following Table XI shows their distribu- 
350,000 400,000 | 0.15/ 0.04 —| 0-41) tion ON 29.11.1952 classified by branch of eco- 
wre:An qooene al ith ls nomic activity to which the insured persons 
£ ipo aaa ER EM Ta ool belonged in the last five years previous to 


| "A? § | | 


Table X shows that for all types of pen- 
sions the greatest number were those belonging 





retirement. 

Most of the pensioners belong to industrial 
occupations, which alone account for nearly 
48°, of the total, while those classified under 




























DISTRIBUTION OF DIRECT (OLD AGE AND INVALIDITY PENSIONS) ON 29.11.1952 Taste XI 
CLASSIFIED BY BRANCH OF ACTIVITY 
ee = hk) ad Uiise) toe Poti er eftested te ot 
Old Age Invalidity Both 
Branch of activity a EERE lee | 
a | > wet gy eoetep % 
Agriculture, wager, 5 and fish- | | 
Pie oe | 314,670 | 24-91 | 1245757 | 25-29 | 4399427 25.02 | 
Industry . 627,070 49-63 | 209,187 42.41 | 836,257 47-60 
Transports and Gute ) 
tions . . 18,958 | 1.50 | 4-587 0.93 23.545 1.34 / 
Commerce . : oy i Steel 20,249 1.60 7,257 1.47 27,506 1.57 
Banking and insurance. . . | 4,603 0.37 1,049 | 0.21 5,652 0.32 
| Sundry PEP oe 277,833 | 21.99 | 146,415 29.69 424,248 24-15 
| eee s as Aix. | 1,263,383 | 100.00 | 493,252 100.00 1,756,635 100.00 













to the group covering the minimum benefit 
guaranteed by law. In the case of survivors’ pen- 
sions, 63.84°/, belong to the first amount group 


« agriculture, hunting and fishing » account 


for 25%. 
Gina Papa 











Large scale migration has been an event of great 
economic and social significance in the post-war 
world. Australia’s role in this important human 
venture has been a very prominent one. Although 
the actual number of migrants entering Australia has 
been exceeded by the number entering the country 
of Canada and the United States, in relation to popu- 
lation Australia has absorbed more migrants than any 
other country during the period 1945 to 1954. 

As early as 1946 Australia decided to admit 
migrants at an annual rate of 70,000. This rate was 
soon exceeded, and by 1949 the target was raised to 
an annual rate of 110,000 permanent migrants. This, 
however, was not the end. A new government assi- 
sted by prosperous economic conditions expanded the 
target in 1951 to an annual rate of 200,000 immigrants. 
This figure was never actually achieved as in 1952 
the turn of the economic wheel brought a decision to 
reduce the target to 80,000 immigrants per annum. 
Since that date, however, the target rate has been 
gradually stepped up, and in November 1954 was 
raised to 115,000 immigrants per annum. 

Although the immigration targets were not com- 
pletely achieved in practice, nevertheless the results 
were reasonably close. As a result of the post-war 
world population readjustments, the year 1946 showed 
a net outflow of migrants from Australia. As the 
immigration plans took shape this position was soon 
reversed and intakes of 32,000 and 66,000 took place 
in 1947 and 1948. The slight lag of actual arrivals 
behind target figures was rapidly overcome as 1949 
showed a quick jump to 168,000 permanent arrivals. 
After a further slight increase to 175,000 immigrants 
in 1950 the intake tapered off gradually with arrivals 
of 133,000 and 128,000 in 1951 and 1952. 

The drop in 1951 was caused by the easing up in 
the flow of displaced persons from Europe. This flow 
virtually ceased in 1952. The slightly difficult econo- 
mic conditions of 1952 reinforced the downward trend 
of immigration so that in 1953 there were only 75,000 
permanent arrivals. The year 1954 showed a slight 
pick up with 100,000 permanent arrivals. 

Between January 1947 and December 1954 a total 
of 875,000 migrants arrived in Australia. As an offset 
there were some 195,000 departures, leaving a net 
migration of 675,000 during the period. Additions 
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to the population from natural increase totalled 845,000 
over the same period so that the Australian popula- 
tion showed an increase of 1.5 million over a period 
of 7 years — an increase of some 20 per cent over the 
population of 7.5 million at January 1947. At the 
present rate of immigration and natural increase the 
Australian population can be expected to reach 10 
million by 1960. 


1. - Nationality of Immigrants. 


One of the first reactions to the information that 
almost 900,000 people have come to Australia in the 
post-war period to become permanent residents, is 
to wonder where they have come from. In general 
they have come from Europe, although a small num- 
ber of people of other nationalities have arrived inclu- 
ding Americans and Asians. 

Table 1 shows that during the period October 
1945 to September 1954 almost 50 per cent of the 
total arrivals have been of British nationality. The 
nationalities of the non-British migrants have been 
very varied, but by far the largest number of migrants 
have come from Italy. Over 11 per cent of total 
arrivals have been Italians while the next highest 
nationalities may be summarized as Poles with just 
over 8 per cent, Dutch about 7 per cent, Latvians, 
Estonians and Lithuanians over 5 per cent, Germans 
almost 4 per cent and Jugoslavs 3 per cent. 

The remaining 12 per cent are mostly of other 
European nationalities. 

A better impression of current migration move- 
ments may be obtained if the earlier years of migra- 
tion with their excessive emphasis on displaced per- 
sons are ignored, and an examination made of the 
flow during the 3 years 1952 to 1954. British migra- 
tion maintains its dominating position with an intake 
amounting to 50 per cent of the past three years 
arrivals, The importance of the Italian intake, 
however, becomes more striking as it is revealed to 
constitute 20 per cent of the intake over the past 
three years. The next largest groups of migrants 
during this period were the Dutch 12 per cent, 
Germans g per cent and Greeks 4 per cent. 








50 Banca Nazionale del Lavoro 


NATIONALITIES OF PERMANENT NEW ARRIVALS IN AUSTRALIA 






























































OCTOBER, 1945-SEPTEMBER, 1954 TABLE 1 
Nationality Gate 1950 | 1951 1952 | 1953 | sig’ — af vt _| 
1945-1949 | Sept. | Number | % 
ey : % mit Cee er - Sr, eee tee 
a Ae ee 69,341 73,586 64,107 | 34,862 32,323 | 426,987 | 49,1 
Teese ol. th | ope 1,085 1,002 | 817 | 1,036 | 1,021 | 9,452 1.1 
| Ausrian . . ..... 1,452 339, 937 | 509 313 | 792 | 4,342 | Ss | 
a ey, 1k Be 157 140 142 107 53 38 | 637 ‘ | 
| Bulgarian oA att. ed, og 250 | 423 119 | a1 | 8 | 33 854 a 
btenee @s aciilix: +.» ie 1,563 540 | 607 | 671 | 454 | 283 4118 | 5 
| Czechoslovak . . . ... | 4962] 5,034 1,063 | 458 | 62 | 48 11,627 | 1.3 
ee eo ee a 461 109 103 | 105 | 79 | 72 | 929 | az | 
ae Re ee a ee 3,614 | 11,167 13,181 | 15,418 9374 | 7,032 59,786 | 6.9 | 
CY eee sxemteae <5 te 4636 1,210 224 | 92 | 25 I 6,188 | 24 
en atuen < <o%5 5 oo 1,188 | 592 | 821 917 273 | 228 | 4,019 | 5 
. rR we 1,486 | 4,341 | 6,985 71924 8,852 32,324 3-7 
i See re 4,884 | 1,716 | 2,570 2,344 2,952 5.647 20,133 | 2.3 
OS eee 6,406 55379 | 1.446 493 | 70 | 43 | 13,837 1.6 
Italian »  cvlenoeecs epee] | 2900976 |. 23,005 | 16,554 | 28,000 13,804 | 12,694 | 97,133 > 
Latviem..g ces 0 ce » >| BOSS | - g40s 765 | 184 58 | 32 19,832 SS a 
CO ee 8,272, 1,557 | 170 | 63 17 | 10 | 10,089 a 
CR nite 5 scenes ie. aN 269 | 83 355 281 52 21 | 1,061 = | 
Polish . . . - . «© « « | 34604 | 32,953 3,880 | 959 236 | 65 | 71,657 | 8.2 
ae. ee qt2 | 979 | 337 | 81 9 | 20 | 2,138 | 2 
Russian (6). . . . . . . «| 10,913! 6,911 | 1,686 693 519 | 225 | 20,947 | 2.4 | 
Syrian and Lebanese . . . 629 588 | 1,069 220 94 | 250 2,850 3 
Reis svnd ecdlontiited 160 | 99 | 74 77 56 28 494 | : a 
GOR. wha + + eancee 399 | 417 | 390 | 321 180 | 106 | 1,813 | or 
Jugolav . . . .. .. | Qoqt2] 10,680 | 3,470 | 9545 564 499 | 25,770 3-0 | 
4. sae 5,476 49342 3,650 2,756 1,841 | 2,420 | 20,485 | 2.3 
UR aaa = SS a ae a Se ——s 
AP hee ale 286,878 | 174,540 | 132,542 127,824 74,915 72,783 869,482 100.0 
(a) Mainly students, merchants, diplomatic staff and dependants. 
(b) Includes Ukrainians. 
ARRIVALS UNDER THE MAIN ASSISTED SCHEMES JANUARY 1947-DECEMBER 1954 TABLE 2 
Total 
Scheme 1947-1950 1951 1952 1953 1954 = — 
| Number So 
Sane tas 97,805 44,007 35,080 13,695 18,681 209,268 43-5 : 
Se Se ee whi WH: 566 426 573 240 204 | 2,009 0.4 | 
Ee 7,013 31313 1,903 1,145 4,506 | 17,880 3-7 
pe ee 9.295 55557 | 3,025 1,227 | 1,847 |  24-40r 4-4 | 
Displaced Persons . . . . 156,491 11,708 2,055 441 | 5 | 170,700 | 35-5 | 
awh ce Ge. mote AE; 568 1,604 6,964 | 2,397 2,861 | 14,394 | 30 | 
Deleeiyvids ~an- odio % _- 59 | 9,911 _ 361 10,331 2.2 | 
ted ade Ax 4 — bering Thue | — | 45153 | 45153 | 0.8 
Rr ee a _ _ 1,007 6,576 | 141,711 19,294 4.0 
by GRR reer; . Ceighetua™ « — _ —_ 1,486 | 7.271 | 8,757 1.8 
Nt EE ER peer, ee 1,457 _ 13 103 1,674 39247 0.7 


Total Assisted . . 273,195 66,674 60,531 27,310 53,698 481,408 | 100.0 


a: 
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2. - Method of Arrival. 


Since the inception of its immigration policy the 
Australian Government has made a number of agree- 
ments with various countries and organizations for 
the purpose of facilitating the migration of those who 
could not undertake the journey without assistance 
of some sort. Table 2 shows the number of arrivals 
between January 1947 and December 1954 who have 
received assistance under various migration schemes. 

The number of schemes instituted to assist immi- 
gration is now quite large but it is worthwhile giving 
a brief outline of them. They will be considered in 
the order set out in Table 2. 


United Kingdom Free and Assisted Passage Agree- 
ment. — This scheme was commenced in March 1947 
under an agreement between the Australian and United 
Kingdom Governments. In order to relieve the strain 
on housing it was decided that no British migrant 
would be accepted under the scheme unless he had an 
Australian nominator who could guarantee to accom- 
modate him on arrival. Generally these nominators 
are relatives or friends, but in many cases employers 
have nominated individuals or groups of workmen, 
particularly specialists and skilled workers. In 1950 
the flow of labour for certain essential industries be- 
came so small that the Australian government itself 
found it necessary to nominate certain selected migrants 
and arrange for their care and accomodation while 
they remained in its employment. The flow of mi- 
grants under this scheme has been fairly steady and 
has amounted to 43.5 per cent of assisted migrants. 

Eire Assisted Passage Scheme. — Under the initial 
United Kingdom-Australia agreement the only Irish 
eligible for assisted immigration to Australia were 
the residents of Northern Ireland. The opening of 
this scheme in November 1948 extended the assistance 
to citizens of Eire. Less than one per cent of assisted 
migrants have arrived under this scheme. 


Maltese Assisted Passage Scheme. — In May 1948 
the Australian Government entered into an agreement 
with the Government of Malta to provide assistance 
for Maltese who wished to come to Australia on the 
nomination of friends, relatives or employers. A small 
but fairly regular flow of migrants have taken advan- 
tage of the assistance rendered under this scheme. 

Empire and Allied Ex-Servicemen’s Scheme. — The 
principal object of this scheme was to give the ex- 
servicemen of Empire and Allied countries who had 
served in Australia during World War II an opportu- 
nity of returning for permanent settlement. The 
scheme was initiated in May 1947 to assist Empire 
and United States ex-servicemen not covered by any 
other scheme but was extended in March 1948 to 
cover the countries of Belgium, Denmark, Holland, 


France and Norway. Over 4 per cent of the migrants 
have come to Australia under this scheme. The 
majority of these were Dutch, and as they are now 
covered by a separate Netherlands agreement the 


numbers of ex-servicemen are beginning to wane. 


Displaced Persons. — In July 1947 the Australian 
Government and the International Refugee Organiza- 
tion arranged for the resettlement in Australia of 
European displaced persons. The Australian Authori- 
ties set up large reception and training centres to 
ensure that adequate care and assistance would be 
given to these migrants on arrival. The flow of 
migrants from this source ceased soon after the I.R.O. 
was wound up in 1951. In all, some 170,000 displaced 
persons were absorbed by Australia. In relation to 
population this was the highest percentage intake of 
displaced persons by any country in the world. 

Netherlands Migration. — In December 1946 an 
agreement was negotiated between the Australian 
Government and the Netherlands Emigration Founda- 
tion under which the Foundation attended to the 
care and placement of Dutch migrants to Australia. 
In February 1951 this agreement was superseded by 
one between the Australian and the Netherlands 
Government. The Australian Government now under- 
takes care of the migrants and secures employment 
for them. There is a regular flow of migrants under 
this scheme, and so long as problems of overpopula- 
tion exist in Holland the scheme should continue to 
provide a steady flow of migrants. 


Italian Agreement. — In an endeavour to maintain 
the flow of migrants which was tapering off in 1951 
with the cessation of displaced persons, the Australian 
Government entered into negotiations with several 
European Governments. The first agreement was 
made with the Netherlands Government. The second 
agreement was made with the Italian Government in 
March 1951. In this and similar agreements contribu- 
tions are made towards the cost of the passage by both 
parties and the Committee for European Migration. 
Under the terms of this agreement the contribution 
of the Australian Government is {25 sterling per 
adult, and proportionately for children in accordance 
with passage rates. The scheme started very auspi- 
ciously in 1952 with the largest non-British flow of 
assisted migrants. Unfortunately the unfavourable 
economic conditions of 1952 corresponded with the 
arrival of these migrants and made it difficult to 
find early and permanent employment for them. The 
Australian Government immediately tried to halt the 
scheme temporarily, but as there was already a steady 
flow of migrants in transit and many more awaiting 
embarkation in Italy, it was not possible to do so. 
As employment became more and more difficult to 
obtain both governments were increasingly unhappy 
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at the outcome of the venture and it was suspended 
by mutual consent after little more than one year 
operation. Toward the end of 1954 negotiations were 
reopened, and the scheme is now continuing in a 
reorganized and it is hoped even more extended 
fashion. 

German Agreement. — In August 1952 an agree- 
ment was negotiated with the Government of Western 
Germany. The flow of migrants under this scheme 
is steadily expanding. In 1954 they comprised the 
largest flow of non-British assisted migrants. 

Austrian and Greek Migration. — Late in 1952 
arrangements were made with the Inter-Governmental 
Committee for European Migration for assistance to 
migrants from Greece and Austria. These arrange- 
ments were extended in 1953 to a limited number of 
refugees from the East Zone of Germany and to resi- 
dents of Trieste. Since the incorporation of Trieste 
with Italy these migrants have been covered by the 
Italian scheme. In 1953 Greek migrants commenced 
to arrive in Australia and in 1954 they comprised the 
second largest flow of non-British assisted migrants. 

General Assisted Passage Scheme. — In order to 
expand the current migration flow a scheme was 
approved in August 1954 whereby suitable migrants 
from Norway, Denmark, Sweden, Finland, Switzer- 
land and the United States may receive assistance to 
help them settle in Australia. For Norway, Denmark 
and the United States this amounts to a generalization 
of the more restricted assistance granted previously to 
ex-servicemen under the Empire and Allied Ex-Service- 
men’s Scheme. 

Not all the migrants however received assistance 
under schemes such as those outlined. Between 
January 1947 and December 1954 some 394,000 out 
of the 875,000 total arrivals in Australia came without 
any governmental financial assistance. The annual 
movements of these assisted and non-assisted migrants 
are shown in Table 3. 

The annual fluctuation of non-assisted migrants 
has been much smaller than that of assisted migrants. 
This can be mostly attributed to the control which the 
Australian Government exerts over assisted migration. 
It can expand or contract its assistance schemes almost 
at will although there is clearly a considerable time lag 
between the administrative decisions and the resulting 
flow of migrants. 

Owing to the fact that some of the assistance sche- 
mes contain migrants of several nationalities it is not 
easy to obtain an accurate classification of assisted mi- 
grants according to nationality, and hence of non- 
assisted migrants according to nationality. However 
some fairly clear trends may be discerned from the 
material presented previously in Tables 1 and 2. While 
British migrants comprise just under 50 per cent of 


both total arrivals and assisted arrivals, they constitute 
just over 50 per cent of non-assisted arrivals. Of the 
total non-British arrivals it has been seen that Italians 
are by far the most numerous. Owing to the defer- 
ment of the Italian scheme, assisted migrants from 
Italy, however, amounted to only 4 per cent of total 
assisted arrivals compared with 11 per cent for total 
arrivals .from Italy. 

Of the non-assisted arrivals Italians have com- 
prised 23 per cent, about twice the number of Dutch 
who have been the next largest national group of 
non-assisted migrants. 

In general non-British nationals can enter Australia 
as permanent migrants only if they are nominated by 
relatives who are Australian residents. Any Italian 
or other European who has resided in Australia for 


TABLE 3 
PERMANENT NEW ARRIVALS 1947-1954 


———====== 


Assisted | Non Assi-| Total | 


"000 | sted "000 ‘000 


f ee | 


6.3 | 25.5 31,8 

289 6 6| «6368 6 6} «C(C65.7 
48.9 | 167.7 
55-4 =| 174-5 
65.9 | 132.6 
67.3 127.8 
476 | 749 
46.3 | 100.0(a) | 


393-7 875.0 
45-0% 100% | 





(a) Preliminary estimate. 


more than one year qualifies as an Australian resident. 
Such a person may accordingly nominate relatives by 
applying for a landing permit for them. Provided 
there are no grounds for believing the Australian 
resident is an unsatisfactory citizen, and subject to a 
check on the person nominated, authorizations are 
granted permitting the migrant to come to Australia. 

Since 1945 over 50 per cent of the authorizations 
for non-British European nationals to enter Australia 
have been granted in favour of Italians. In recent 
years the number has been steadily increasing and in 
1954 amounted to over 70 per cent of non-British 
European authorizations. A certain proportion of 
these authorizations are of course never taken up, 
but they are a good indication of the desire felt by 
Italians resident in Australia to assist their relatives 
in Italy to joint them in their new found happiness, 
and share their rising standard of living in a country 
which is continually developing. 
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3. - Age and Sex of Migrants. 


Up to 1947 the Australian population was becoming 
progressively older. The proportion of the population 
aged under 15 years steadily decreased from 42 per 
cent in 1871 to 25 per cent in 1947. Since the latter 
date the movement has been in the opposite direction. 
The main cause of the reversal of trend is to be found 
in the great increase in the birth rate during and since 
the World War II. However, while the inflow of 
migrants may not be considered to have made a very 
important contribution to this new trend in the age 
distribution it has nevertheless assisted the movement. 

While the proportion of migrants in the under 
15 age group tends to be only slightly higher than that 
of the Australian population, the proportion of mi- 
grants over 40 tends to be less than half that of the 
Australian population. Since the number of migrants 
is small compared with the total population, the in- 
fluence of migration while tending to reduce the 
proportion of aged people does not have any marked 
effect on it. 

So far there has been a slight tendency for migra- 
tion to increase the masculinity of the Australian 
population. The ratio of males per 100 females in 
the total arrivals since the end of the war has been just 
over 130. When included in the Australian population 
the result has been to assist in raising the masculinity 
of the Australian population from 100.4 at June 1945 
to 102.4 at June 1954. This may however be only a 
short run tendency as many male migrants, particu- 
larly Italians, are only awaiting the opportunity to 
send home for their wives and fiancées, or even the 
chance to return to their native country in search of 
a wife. 


4. - Occupations of Migrants. 


Owing to the lower age distribution and the higher 
masculinity ratio of migrants compared with the 
Australian population the proportion of workers to 
non-workers tends to be higher among migrants than 
in the Australian population. While 50 per cent of 
migrants are workers only 42 per cent of the Austra- 
lian population is included in the work force. Migra- 
tion therefore has a slight tendency to raise the ratio 
of workers to non-workers in Australia but again 
owing to the relatively small numbers of migrants 
this tendency can exert only a slight influence. In 
fact it is only of the order of a one per cent change 
in the over-all ratio. 

Unfortunately it is not possible to obtain any 
accurate information regarding the occupations in 
which migrants are engaged in Australia, but a guide 


to the type of employment for which they may be 
fitted is given by the information about past occupa- 
tions supplied by migrants on entry into Australia. 
The percentage distribution of the stated occupations 
of male workers entering Australia as permanent mi- 
grants during the period 1950 to 1954 compared with 
the occupational distribution of male workers in 
Australia at the time of the 1947 census is given in 
Table 4. 

Taking account of the fact that there is always a 
tendency for people to upgrade themselves when 
answering questions regarding occupations and that 
this tendency is probably greater in the case of mi- 
grants who are aware that entry into Australia is 
easier for skilled than unskilled tradesmen, there is 
remarkably little difference between the migrant oc- 
cupational distribution for male workers and that of 
Australian male workers. The small differences bet- 
ween the three classes of tradesmen can be readily 
accounted for under the argument just outlined, so 
that the only real difference is the slightly higher 
proportion of tradesmen as a group and the slightly 


TABLE 4 
OCCUPATIONAL DISTRIBUTION OF MIGRANT 
MALE WORKERS 
Male Workers viens 
Australian | 


Migrant 
| Census 1947 
° 











Professional and “semi- 
professional 


Administrative . . . 
Commercial and 


Tradesmen (skilled) . 
Workers (semi-skilled) 

14.6 
Net amel 2... 4-5 


_ | a a 


100.0 


lower proportion of commercial and clerical workers 
as compared with Australian male workers. 

On the female side the same similarity exists bet- 
ween the migrant and Australian occupational distribu- 
tions. One slight difference however arises in domestic 
employment. Female migrant workers possess a hi- 
gher proportion who have been occupied in domestic 
service than is the case for Australian female workers. 
This is partly due to the steady decline which has 
taken place in the proportion of Australian female 
workers engaged in domestic service owing to the 
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existence of the extremely favourable economic cir- 
cumstances of the post-war period in which it has 
been easy to obtain jobs in other more preferred fields 
of activity. 

While no reliable information is available in regard 
to the actual occupations in which migrants engage 
after settling in Australia, it is possible to make some 
general observations regarding Italians. A very large 
proportion of the pre-war [talian migrants settled in 
the sugar growing areas of Queensland. Up to 1945 
almost two-thirds of Italians in Australia were in 
rural occupations of which almost half were in Queens- 
land. The recent migration of Italians has added to 
the rural communities but the major portion of these 
migrants has remained in the cities. Here they have 
engaged in a reasonably restricted number of occupa- 
tions covering mainly activities connected with foods- 
tuffs, particularly restaurants, fruit and vegetable sel- 
ling (and growing at times), and with the building 
trade. With the increasing numbers arriving there is 
a tendency to spread to other occupations but on the 
whole Italians tend to follow the pattern set by their 
predecessors (1). 

One of the most important features of the migra- 
tion programme has been the way in which the trade 
unions in Australia have accepted both British and 
non-British migrants into their ranks. Indeed the 
post-war migration plans owe their origin to the 
Australian Labour Party, which continued to give it 
considerable assistance until it went out of office in 
1951. There have, however, been some slight difficul- 
ties over the standing of some of the non-British 
migrants possessing professional skills such as medicine, 
although here the problem has now been satisfac- 


torily solved in some of the Australian States. 


5. - Reasons behind the Immigration Policy. 


Before considering the impact of immigration on 
the Australian economy it is worthwhile examining the 
reasons which led to the ready acceptance of the 
large scale immigration just outlined. In the early 
post-war period most support originated from huma- 
nitarian feelings and for defence reasons. There were 
clearly genuine humanitarian reasons why immigra- 
tion should be supported, and these do not need to 
be explained to anyone conversant with the post-war 
European scene. Australia has undoubtedly made a 
valuable contribution to world welfare by its assistance 


to Europeans, and for this reason alone the migration 
is fully justified. 


(1) An excellent study of Italian assimilation in Australia is 
contained in W. D. Borris, Italians and Germans in Australia, 
F. W. Cheshire, Melbourne, 1954. 


World War II however made Australia much more 
conscious of its place and obligations in the Pacific 
Area. War had come much nearer to home than had 
been thought possible some years before. Many people 
thought security against future Asian troubles could 
only be found if Australia was to expand its popula- 
tion rapidly. Having just emerged from a war there 
was a certain emotional content to such arguments 
but over the ensuing years they have gradually dimi- 
nished. The pace of economic expansion in Australia 
and the realization of the immigration plans have 
tended to lower their influence. However, they still 
remain in the background, and even if not possessing 
the haunting power and sense of urgency of the early 
post-war years, the arguments are by no means 
forgotten. 

Associated with these two reasons yet slightly 
apart from them was an underlying feeling possessed 
by many Australians that their country was a large 
underdeveloped continent inhabited by very few 
people who were of a consequence living in conditions 
of relative paradise compared with the rest of the 
world. Somehow or other there existed a guilty 
feeling that on the one hand more people could 
share their happy state and on the other that the 
« great and relatively undeveloped natural resources » 
of Australia could thereby be utilized more fully. 
Those feelings have a certain element of truth behind 
them but the argument should not be carried too far. 

Australia is a large continent, but area should not 
be confused with habitability. Although there are 
large sections of the dry area where improved tran- 
sport facilities and more techniques could extend 
settlement, the general tendency is for rural expansion 
to take place by more intensive cultivation of the 
better areas already settled. Australia’s water resour- 
ces are only a small fraction of those of other continents, 
and this lack of water provides a limiting factor to 
both industrial and agricultural expansion. It has 
been estimated that if Australia’s irrigation resources 
were tapped regardless of cost, the area served would 
not exceed five million acres, or between three or four 
times the present irrigated area. For comparison the 
United States has over 20 million acres under irriga- 
tion. While coal resources are plentiful, high grade 
iron deposits would be totally consumed by an indu- 
strial force of the size of the United States in a relati- 
vely short period. However, the discovery of uranium 
and the good prospects for the discovery of oil have 
put a slightly new complexion on the future develop- 
ment of Australia. Nevertheless, while Australia still 
has considerable room for expansion, its resources are 
not as large as are sometimes supposed, nor are they 
so undeveloped. 

The past ten years has seen a very rapid develop- 
ment in the Australian economy, and it is the out- 
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come of this expansion rather than the fact that 
undeveloped resources exist which has done most to 
continue the emphasis placed upon immigration. Full 
employment has existed almost continuously since 1940, 
and with it has come the corollary of a labour shor- 
tage. Many people have confused cause with effect 
and see in immigration the solution to this labour 
shortage. While others realise the inflationary effect 
immigration is having on the course of a rapidly 
developing country, they also reap substantial finan- 
cial benefits from it and accordingly are prepared to 
add their support to continue migration. 

Finally many people see in immigration a chance 
to inject many different social and cultural customs 
into the essentially British background of Australians. 
This process has undoubtedly had profound and 
valuable effects in the United States of America, and 
while it might be true also of Australia it is capable 
of oversimplification. 


6. - Economic Effects and Implications. 


Although the influence of immigration on the 
demographic structure of Australia has so far been 
small, its effect on the economic structure has been 
considerable. It is exceedingly difficult to assess the 
effects of the migration programme with any degree 
of accuracy without making a thorough investigation 
into the industries in which migrant labour is finding 
employment and activity . Nevertheless it is possible 
to comment on the over-all implications of migration. 

Since the end of the war Australia has enjoyed a 
high level of prosperity. This was particularly so 
from 1945 up to the middle of 1951. During this 
period wool prices rose continuously and rapidly, and 
the terms of trade moved steadily in favour of Au- 
stralia. Owing to the shortages of capital immediately 
following the war both in Australia and abroad it 
was not possible to satisfy the growing internal de- 
mand either by local production or imports. The 
addition of a large inflow of migrants-at such a time 
while providing an increase in the work force also 
added to the immediate capital demands in the form 
of demands for housing and places to work. This 
accentuated the boom conditions. While it is doubt- 
ful whether the rate of migration should have been 
so high during this period, it is nevertheless true that 
under conditions in which full employment exist 
together with a rapid rate of economic expansion, an 
inflow of migrants adds more to demand than supply 
in the short run and hence precipitates inflationary 
conditions. 

In 1951, however, conditions in Australia began 
to change. The price of wool fell from the very high 


level of the previous year and with the expansion of 


overseas productive capacity, imports began to become 
freely available. The simultaneous impact of these 
forces had disastrous effects on Australia’s balance of 
payments, During 1951-52 export proceeds fell by 30 
per cent while imports rose by over 40 per cent com- 
pared with the previous year. Thus supplies of all 
kinds of goods became plentiful at a time when inter- 
nal demand was declining with the reduction on ex- 
port incomes. The result was of course a gradual 
increase in unemployment. 

The inflow of migrants under those conditions 
only tended to heighten the unemployment by adding 
to the number of people seeking jobs, without offset- 
ting ‘the deleterious effects which the import surplus 
and excessive stocks had on entrepreneurial expecta- 
tions. Thus for a brief period there was considerable 
difficulty in finding employment for the migrants. As 
discussed earlier, it was unfortunate that just at this 
juncture the Italian assistance scheme started to ope- 
rate, and like many other schemes it had to be consi- 
derably reduced. 

With the aid of import restrictions and a liberal 
monetary policy the adverse economic conditions were 
soon overcome. Unemployment reached a limit of 4 
per cent at the end of 1952, and has steadily declined 
ever since. The symptoms of full employment were 
becoming apparent early in 1954, and the process of 
economic expansion, which received a temporary set- 
back, is again proceeding at a steady rate. As a result 
immigration is expanding, but this time at a more 
reasonable level. 

In the early post-war years the immigration pro- 
gramme was designed to provide a popoulation increase 
of 2 per cent per annum. Adding the rate of natural 
increase, the Australian population was expected to 
grow at an annual rate of 3.5 per cent. While such 
a rate was achieved for a brief period in the United 
States of America in the middle of the nineteenth 
century, the interesting feature is that the rate of 
natural increase was higher and the rate of immigra- 
tion lower than was the case in Australia. A high 
rate of natural increase gives the economic system less 
of a shock than a high rate of immigration, and the 
early Australian plans were undoubtedly over-ambi- 
tious for this reason. Out of the balance of payments 
crisis of 1951-52 there has therefore come a lot of 
good. Despite the high cost structure of Australian 
industry, the economy is more firmly based than 
hitherto, and provided export receipts do not show 
any marked fall, Australia should be capable of ab- 
sorbing a regular flow of migrants at a high standard 
of living for some considerable time to come. 


4 


DonaLp CocHRANE 











STATISTICAL APPENDIX 
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(milliards of lire) Table A 
Revenue Expenditure irae 07S EPR OH 
[Fiscal year! Ay caac d Obligated Obligated 
= pera (erm Cage TC ial a | | 
1st July ement vemen | Movement | 
Current | of capital (a2) . | Current _ of capital | (a) Current | of capital | Total 
_— As Reg Sa ama eae = SSS 
1938-39 27 | 3 ag 2.8 | — — 42 | + 0.2 it 11.8 _ 
1949-50 1,419 | 252 1,618.2 | a 1,716 | 232 | 1,703.9 | — 297 /+ 20 | agg — 85.7 
1950-51 1,720 | 272 1,658.4 1,894 ww 319 1,820.0 |— 174 |— 47. |—221 — 161.6 
1951-52 1737 | 336 1,976.4 2,129 | 305 | 2,308.4 |—392 | + 31 \— 36: — 332.0 
1952-53 1,806 | 305 2,402.0 2,302 119 2,639. 4 —495 | +185 |—310 — 237-4 
1953-54 2,000 §8| 338 25300-3 | 25325 182 2,433-8 | — 325 +156 \—169 — 133-5 
1954-55 2,061 (b) | 61. 79 1,754 i | 2,412 ©), — 1,740 (c) | = 3510)| — 39-3 (b)\— 390.3(b)) + 14 (c) 


(a) Current revenue (or payments) and movement of dina on ae account and arrears. 

(b) Estimates at March 31, 1955 for the whole financial year. Provisional. 

(c) Amounts collected and paid out in the period 1st July 1954-31st March 1955. 

Source: Bollettino Mensile di Statistica; Report on Italy’s Economic Situation in 1954, submitted to the Parliament by the 
Minister of the Budget, On. E. Vanoni, March 31, 1955- 
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(milliards of lire - Index Numbers, 1938= 100) Table B 
Consolidated | Redeemable |_ Floating debt ; Total of domestic | 
debt debt Interest | Ad- | Total | Trea- public debt | 
End OR Rare Pp a Trea- bearing | vances Cane a a sury ay rey 
of period he. sf a) | sury jcurrent | bythe 
monet! LN | | IL.N | bills | ace Bank | Amount; I.N, | notes | Amount IN, 
| | | counts \of Italy | 
. teed | as 
| Ig50 - June 53 100 | 586 1,196 | 719 | 628 490 1,837 | 6,123 | 9.0 | 2,486 1,862 
| 1951 - June 53 100 | 691 /| 1,410 | 817 | 770 471 | 2,058 | 6,860 | 9.0 | 2,811 2,106 
| 1952-Jume . . .! 53 | 100 829 | 1,681 | g20 | 822 | 471 2,213 | 7.376 | 15-0 | 3,110 2,329 
| 1953 - June . . .! 53 | 100 | 1,025 | 2,091 | 908 F 998 | 449 2,355 | 7,850 | 38.2) 3,471 2,600 
| 1954 - March 53 100 | 1,212 | 2,473 | 966 i 1,079 | 447 | 2,492 8,306 | 45.7 | 3,803 2,849 
June | 53 100 | 1,212 | 2,473 | 974 (1,078 | 447 | 2.499 | 8,330 | 46.5 | 3,811 2,855 
September .| 53 100 | 1,230 | 2,510 [1,042 (1,125 | 535 | 2,703 | 9,010 , 50.4 | 4,036 3,023 
October . . 53 | 100 | 1,230 | 2,510 |1,057 [1,121 | 518 | 2,696 | 8,986 | 51.2 | 4,030 3,018 
November .| 53 100 | 1,230 | 2,510 |1,070 (1,113 | 528 | 2,711 | 9,036 | 52.2 | 4,045 3,029 
December .{| 53 | 100 | 1,259 | 2,569 [1,059 [1,115 544 2,718 | 9,060 53-5 | 4,083 | 3,058 
| 1955 - January . .| 53 | 300 | 1,259 | 2,569 |1,069 [1,115 517 2,701 9,003 54-7 | 4,067 | 3,046 
February . .| 53 | 100 | 1,259 | 2,569 11,055 |1,095 | 472 | 2,622 | 8,740 | 54,9 | 3,989 | 2,988 
| March . . .| 53 | 100 | 1,490 | 3,040 |1,058 = 526 2,684 | 8.946 | 55-4 | 4,282 | 3,207 
| | | | | 
Source: Conto riassuntivo del Tesoro. 
CURRENT REVENUE BY MAIN CATEGORIES (a) Table C 
(Assessements) 
|__ 393839 |___ 952-53 | tS 3-54 | 
Sources | Millions vy, | Millions | eo | Millions | o, {Index Number) 
_of lire ° | of lire ¥ of lire | “ | 1938-39=1 | 
5 1. Revenue from taxation: = a oe ary Pregerrs 
Di recurrent 6 emraein intent, ede che 5,529 | 20.0 | 213,120 17.8 | 264,460! 13.2 47-8 
ee } @on recurrent . . . iw CwCtiw |SsC,096 4.0 | 106,125| 5.9 97:203, 4.9) 88.7 
Direct taxes- Toml. . . . . . .) . . | 6,625 | 24.0 | 319,245! 17-7 | 361,663) 18.2 54.6 | 
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Custom duties and consumption taxes . 6,380 | 23.1 | 382, 713) 21.1 | 454,990 22.7) 71 3 


276,537 45-3 | 295,675 | 14.8 826 
31,922|) J. 58.7 


Consumption taxes on State monopolized products : 3,580 | 13.0 
Lotteries . 
37,602 | __126.6 


- 544 2.0 | 3425 17 
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Total . 3,515 | ~ 85.3 | 2 641,579 99.9 | 1,871, 676 | 93- > 79-6 | 

2. Other Revenue i ay 4,061 | 14-7 | 112,399 6.2 | 126,107 _ 6.3; aot: 

27, — ~— 1,753,978 97-1 | 1,997,783| 99:9, 72-4 

ees SRST IO MOK, taste | ___ $2,204) 2.9 2.494 | O71) _- | 
Total . . | 27,! = ae tae 100.0 | 1,806,182 | 100.0 | 2,000,277 |100. a ga s 


Source: Report on Italy’s Economic Situation in 1954, submitted to the Parliament by the Minister of the Budget, 
On. E. Vanoni, March 31, 1955. 
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CURRENT BUDGET EXPENDITURE, BY MAIN CATEGORIES 























(Obligated) Table D 
' pee —_— he ee UMMM bie tad, =e 
| 1938-39 | = 1950-5r | 1951-52 1952-53 1953-54 | 
we | ae | Millions, | Millions |, Millions, Millions. | Lt | 
| of ~~ of lire of lire of lire of lire 39 =1) 
foe Ay em ha a oe 2.0 By 
Public Works and railroads (a) . | 24489 6-2) 3735753 19-7| 3744355 | 17-4 393,033 | 17-1 354+215 15.2) 142-3) 
Economic services (b) . . . . | 2,383 6.0) 94379 5-0; 156,391 | 7-4 112,575 4-9 108.133 4-7) 45-4" 
ee a eee ee ee oe. | oe 2.1; 45,222 | 2.1, 48,965 2.1, 50,556 2.2] 84.8 
_ Defence «Re dicener stats « 900 35-3. 372,625 | 19.7) 399,044 | 18.8) 480,532 | 20.9 453,660 19-5| 32-3 
| Police YA oe 105,396 | 5.6| 113,216 5-3) 115,916 | 5.0\ 119,331 $-1| 97-3 
| Social Assistance . . . . . . 907 2.3 100,055 — 5-3] 129,877 6.1) 164,417 | 7-1; 159,916 | 6.9) 176.3 
wet eS eS SE 829 2.1| 87,442 4-6| 92,569 4-41 97,987 4-3, 129,959 | 5-6| 156.8 
Education . . . . . « « «| 2,142) 5-4) 180,389 | 9-5) 212,232 m_ 229,349 | 10.0; 252,404 10.9) 117.5 
| Service of public debt . . . . 6,775) 17-0) 101,820 5.4) 119,641 5-6} 144,594 6.3} 184,004 | 7-9) 27.2 
Contributions to autonomous Ad- | | | 
ministrations () .....)/ — | = | 565371 | 3:0| 64,865 | 3.0 60,838 | 2.6, 60,170 | 2.6) — 
- OU—l Pe — — | — - _ | — - |- 15,900 | 0.7! — 
Regional and local finance. . .| 45, 4| 118,245 | 6.2] 130,474 6.1| 126,788 | 5.5) 143,567 | 6 — 
Services of the Finance, Treas 
and Budget Ministries . . . 1,612) 4-0| 84,128 4-4, 96,162 4-5| 102,435 | 4-4) 111,862 | 4.8) 69.4 
| Peace ee eee eS | _ | 38,787 | aa] 31,976 1.5, 43387 1.9| 18,394 0.8} _ 





| State’s general charges (ec). . . | 1,214) 3-0! 57,832 3-1| 64,199 3-0| 74,242 3-2! 80,749 3-4 65.9) 
| Expenditure connected with re- | 
, os « < © 6 6 © wil, ae 2-2) 35.752 1.9) 47,263 | 2.2} §1,100 | 2.2) 36,963 1.6) 42.1 


| Ex Italian colonies . . . . . | 3,847) 9-7; 14,882 0.8! 11,117 0.5; 10,522 0.5; 10,288 0.4| 2.7 
Services abroad (g) . . . . .| 246 2.7] 12,496 | °.7) 14,419 | 07| 18,546 | 08) 19,173 | 0.8) 64.8 | 
| War ee — | 14,503 0.7; 22,731 1.1) 19,556 | 0.9) 9212 | og) — 

| Expenditure for Albany . . . 484 1.2) 150; — - |- —_ | = a — | 
PRS? Ck anw 3° SS Pe 74 o.2| 4.321 0.2| 6,073 | 0.3 6,900 0.3 6,864 0.3 92.8 | 

















eee a | 39,853] 100.0)1,893,594 |100.0| 2,128,826 |100.0| 2,301,682 |100.0|2,325,100 100.0) 58.3 | 


(a) War loss reparations; roads (grants to the National Autonomous Road Corporation (Azienda Nazionale Autonoma Stra- 
dale); upkeep of public works; land-reclamation works; allocations to the Cassa del Mezzogiorno; annuities due to the INA-CASE 
Administration (subsidised housing). 


(b) Land-reclamation works, grants in aid of land improvement works; enlargement of the program of ship-building for the 


merchant marine; transports; agriculture and forests; public entertainments; information service; tourist activities; Government grant 
to the « Fund for the training of skilled workers »; etc. 


(c) Mainly to the railway system. 
(d) Wheat. 
(e) Funds earmarked for raising Staff salaries etc.; expenses for Presidential Bureau of the Republic, Presidential Bureau 


of the Council of Ministers, Legislative Assemblies; expenses for internal Administration; reserve funds for unforeseen expenses; 
expenses for religious services; fire-brigade services and protection of the civilian population; etc. 


(f) Restitutions and reimbursements; Government and other lottery prizes; etc. 


(g) Diplomatic and Consular representation; cultural relations with foreign countries, etc. 


Source: See Table C. 
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DEPOSITS AND OURRENT ACCOUNTS IN ITALIAN BANKING SYSTEM AND POSTAL SAVINGS BANKS 
(index numbers, 1938=1) Table E 


=. ee 
Banking System (a) 








Postal Savings Banks 








. Current | : Current P 
| Deposits Accounts (b) Tota! Deposits Acstatals Total Percent 
End of period $< | | ———<_$§$ | —__ ratio to de- 
Mil- {Index| Mil- }Index} Mil- |Index} Mil- |Index} Mil- |Index} Mil- | Index| posits and 
liards | num-| liards | num-} liards | num-| liards | num-| liards | num-} liards | num-|c/a of bank- | 
| of lire | bers | of lire | bers | of lire} bers | of lire | bers | of lire} bers | of lire} bers | ing system 

3950. - + + oe we wf] BgtZat 38 | 2,063) Ge }.2,235] 4: 689 | 24 128 | 116 816 | 27 36.5 
Sgt. . - to o oe o | 396QF 36 | 8,324] 781 2,688 1 49 796 | 27 160 | 145 956} 32 35-5 
1952 - - - « - «+ « « «| 3,688] 44 | 1,647] 96 | 3,335] 60 963] 33 197 | 179] 1,160] 38 34-7 
1953 - - 2 « + + + «| 2,021 | 53 | 1,893 | 111 | 3,915 | 71 | 1,147] 39 | 276 | 250] 1,423] 47 36.3 
1954 Marh . . . . . ./| 2,049] 54 | 1,868 | 109 | 3,917] 71 | 1,181 | go | 261 | 237] 1,442] 48 36.8 
June . . . « « « «| 2,095] 55 | 1,935] 113 | 4-030] 73 | 1,188 | qt | 244 | 221 | 1,432] 47 35-5 
September . . . . .! 2,193] 57 | 2,008! 118 | 4,201 | 76 | 1,200] 41 276 | 250] 1,476] 49 35-1 
October . . . «. . «| 2,216] 58 | 2,041 | 120] 4,257] 77 | 1,201 | 41 262 | 238 | 1,463] 48 34-3 
November... . | 25244] 59 | 2,064] 121 | 4,308] 78 | 1,203] 41 255 | 231 | 1,458] 48 33-7 
December . . . . . | 2,341 | 61 | 2,132] 125 | 4,473 | 81 | 1,263] 43 252 | 229] 1,515] 50 33-8 

1955 Jawary . . . . . «| 2,359] 62 | 2,115] 124] 4.474] 81 | 1,277} 44 | 296 | 269] 1,573] 52 35-1 
Febriary. . . . . .!| 2,365 | 62 | 2.109 | 124 | 4,474] 81 | 1,283 |] 44 |] 249 | 226] 1,532] 51 34-2 

Mar 2. kk 2 eR | 62 | 2,156 | 126 | 4,547 | 82 | 1,291 | 44 227 206 | 1,518] 50 33-3 

| | 


(a) The data refer to 365 banks (commercial and savings banks) which hold about 99% of the total deposits collected by all 
Italian banks. 

(b) Inter-bank current accounts are excluded. 

Source: Bollettino of the Bank of Italy. 


DEPOSITS, CURRENT ACCOUNTS AND ASSETS OF ITALIAN BANKS (a) 
(millions of lire) Table F 


REESE eS = _— = eee ee [== = ——= = cole 7 a 
Items 31.12.52 31.12.53 31.3-54 30.6.54 | 309.9-54 31.12.54 31.3-55 

















enone 


Amount outstanding 


Deposits and current accounts. . . 393359350  35914,644 | 3,917,183 4,030,644 | 4,201,416 45473:243| 4,547,843) 
Cash and sums available at sight. . 345,027 359,076, 287,698 302,123 288,696 | 402,713, 354,900) 
Fixed deposits with the mane and 
other Institutions . . ‘ 423,403 466,493 | 488,941 525,538 621,882 549,398 585,868) 
Government Securities () ee 674,086 767,691 805,040, 813,469 826,245 856,790 920,258) 
Credits to clients (c) . . . - + + | 2,649,294; 3,206,120 | 3,152,351 3,263,007 3,426,212 | 3,688,429 3,651,060! 
Index Numbers: 31-12-1948= 100 | 

Deposits and current accounts. . . 219.3 257-4 257-6 265.1 276.0 294.2 299-1 | 
Cash and sums available at sight. . 204.1 212.4 170.1 | 178.9 170.7 238.2 209 9 | 
Fixed deposits with the paige and | 
other Institutions . , 2 OP ‘egies 262.4 275-0 295-6 349-8 309.0 | 329.6 | 
Government Securities (b) a ae 169.7 184.8 194.3 196.5 199-4 206.8 | 222.1 | 
Credits to clients (c) . . . - - - 231.1 2839 279-1 288.9 303.4 326.6 323-3 | 


%, of deposits and current a/cs 


Cash and sums available at sight. . 10.3 9.2 7-3 7-4 | 6.8 9-0 9.0 | 

Fixed deposits with the ee and 
other Institutions . . . 12.6 11.9 12.4 13.0 14.8 12.2 12.8 | | 

Government Securities (b) . . . . 20.2 19.6 20.5 20.2 19.6 19.1 20.2 


| Credits to clients (c) . . . .. . 79-4 81.9 | 80.4 80.9 | 81.7 82.4 80.2 


(a) The data refer to 365 banks (commercial and savings banks) which hold about 99°%/, of the total deposits collected by all 
italian banks. 

(b) Treasury bills and other Government securities. Nominal value. 

{c) Includes: bills on hand, rediscount at the Bank of Italy, contangoes, advances, current accounts, credits abroad, loans recov- 
erable on salaries, credits on note of hand, mortgage loans, current accounts with sections for special credits, non-Government secu- 
rities, participations. 

Source: Bollettino of the Bank of Italy. 
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NOTE CIRCULATION, PRICES, WAGES AND SHARE QUOTATIONS IN ITALY Table G 
(Index Numbers, spgiensen)- 


Note Circulation ‘@) | ~ Wholesale ‘prices (c)_ © | 





Cost of Wagerates Share Fine gold 





onth Amount (b) | Livin in indus uotations | Price of 
pasted 2 (milliards | Index pore vr Foodstuffs | (<) . (c) db (b) | one gram Index 
of lire) (lire) (d) 
1951 - December . 1,304.2 | 55796 5.454 59355 5.416 6,685 = 1,714.9 885 3+493 
1952 - December . 1,411.1 6,271 5,288 5,624 5,612 7,426 2,316.6 770 2,961 
1953 - December . 1,487.9 6,612 5,256 5,659 5,678 7573 2,390.9 720 2,769 
1954 - March . . 1,369.8 6,088 5»336 5,808 5,693 7,586 2,438.6 722 2,776 
ins kes 1,377-2 6,120 | 5,256 5,664 5,850 7,736 2,425-9 714 2,746 
September . 1449-0 | 6,440 5,267 5.738 5,857 7,946 2,724.8 =59 2,757 
October. 1,441.4 6,406 5,276 5,764 5,847 8,005 2,822.3 721 2,773 
November . 1,442.7 6,412 5320 5,868 5874 8,012 2,922.7 720 2,769 
December . 1,578.4 7,015 59350 5,921 5,882 8,012 3,089.7 722 2,776 
1955 - January. . 1,483.3 6,592 59353 | 52997 5,880 8,058 3311.6 73° 2,811 
February . = 1,474.9 6,555 5323 | 5782 5,867 8,058 3,398.4 736 2,830 
March . . 1,472.4 6,544 5+317 5,788 5,880 8,058 3.23755 726 2,792 


(a) End of year or month. Includes: Bank of Italy notes and Treasury notes; (b) Bollettino of the Bank of Italy; (c) Bol- 
lettino Mensile di Statistica issued by the Central Institute of Statistics; (d) Business Statistics Centre of Florence. 


PRICES AND YIELDS OF ITALIAN SECURITIES BY MAIN CATEGORIES Table H 
annual or monthly averages) 








Government ‘Securities 








= 
j Bond 

| sade g-year Treasury Average 
Consolidated | Redeemable _— ) 
tq 





f 
| Shares 
i i. 





Year or month 





‘Price Yield Price Yield ~ Price i Yicld | Price | “Yield 


(index j|(per cent} (index (per cent} (index (per cent; (index i (per cent 
number | per an- | number , per an- | number | per an- | number | per an- 


Price Yie! | 
(index | (per cent | 
number | per an- 


























as, ‘38= 100) | num) | '38=100) ; num) | '38=100) | num) | "38=100) | num) t "38=100) | num) | 
i i i | | | | | 
| 1951 - a av. 101.9 5-30 88.2 6.42 | 87.3 | 6.06 | 89.1 6.12 | 1,676.2 6.56 | 
| 1952 - a av. . | yont 5-34 | 90.6 | 6.25 | 89.2 5-93 91-3 | 5-97 1,988.5 6.19 
| 1953 -a.av. . | 99-6 5-42 87.9 6.44 | 26.3 6.13 88.5 6.16 2,362.5 | 5-93 
| 1954- a. av. . «| 99-4 5-43 88,7 | 6.38 85.0 6.22 87.8 6.21 2.596.4 5.98 
1954 - March 99-4 5-44 88.7 6.38 84.2 6.28 87.1 | 6.26 2,438.6 6.35 | 
June . { 99-8 5-41 89.0 6.36 85.6 6.18 88.2 | 6.18 2,425-9 | 6.38 | 
September .| 99.1 5-45 89.1 6.35 | 84.9 6 23 87.6 6.22 2,724.8 | 5.69 
| December .' 100.3 5-40 88.9 6.37 | 84.9 | 6.23 87.6 6.22 3,089.7 | 5.04 
1955 - January . ; 99-4 5-43 89.3 6.34 83.4 | 6.34 86.5 4 30 3,361.6 | 4:72 
| February . 98.0 5.51 88.3 | 6.41 | 83.3 | 6.35 86.1 | 6.33 3:398-4 | 4-75 
| March | 97-3 5-55 87.1 | 6.50 | 83.2 | 6.36 85.8 | 6.35 3237-5 | 5-07 
Source: Bollettino of the Bank of Italy. 
WHOLESALE PRICES BY GROUPS OF COMMODITIES Table | 
(Index Numbers, <a ahmed — 
EE Se ——— ———— ee = 
All | Foodstuffs Hides, | Raw mate- Puels /Chemical Bricks, 
Year Com- |———-——— | Skins rials, metal wr raw = Lum- Paper tiene 
| Textiles. and and engi- . | materials Glass 
or month mo- | Vege- : lubri- | soo and 
<s Animal Foot- neering and me | « 
dities table ficants Cement 
= wear _ Products: Pat products , 





1951 - a. av. 5,581 4,821 7,289 7,621 5,213 6,689 4,666 6,008 7,250 8,318 6,603 4,878 
1952 - a. av. 5,270 4,869 6,796 6,343 4.245 6,767 4449 | 55717 8,343 6,246 7,216 = 4,707 
1953 - a- av. 55250 55331 6,433 5,894 4,066 5,758 4,080 5.255 8,397 5.279 7.209 4,549 
1954 - a. av. 5.293 5,265 6,959 5,691 3,804 51414 4,240 5,073 8,510 5,380 7,261 4,329 
1954- March | 55336 5,349 6,901 | 5,725 | 4,015 55445 4.278 §=—-5,113 | 8.440) «5,507 7,290 = 4,329 
June = | 59256 | 5,245 | 6,629 | 5,725 | 3854) 5.295 4,217 | 5.126 | 8,440 5,299 = 71295 = 40329 
Sept. | 59267 | 5,201 | 7019 5,662 | 3,560 5.385 4.252 4,992 | 8,504. 55335  7:221 45329 
Dec. 5.629 | 3,610 | 5,501 4,260 5,080 | 8,805 5,344 7,283 45329 | 


55350 | 5,284 | 7,475 
1955 - January | 5353 | 5349 | 7.239 | 5:623 | 3.587 | 5552 | 4.269 5,138 | 8,962) 5.301 7,274 | 4,206 
February | 59323 | 5300 | 6,923 | 5,641 | 3.559 | 5:695 | 4.255 | 5.180 | 9,154 5.171 7,274 | 4,206 
March | 59317 | 5,290 | 6,960 | 5,610 | 3,552 | 55795 45252 | 5,228 | 9,181 | 5,283 7,275 | 4,206 


Source: Bollettino Mensile di Statistica. 
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WAGES AND SALARIES =I 








(Index Numbers, pathol 











N ITA 


(gross retributions - inclusive of family allowances) 


LY 








Table L 

















es | 
. | 1954 S93: 4 '93 3 
Categories | A. Av. | l 
| | June September December | January February | March 
melee dl-—<gphiionbine betere~ageeteiat benmmnliocaabey todeonerts eitnedertnayteainepapil 
Senior: 
lized workers 6,763 6,726 6,909 6,981 7,025 7025 7,025 
| Ski workers. 7:487 7447 7,660 79717 7°74! 7°74! 7974! 
| Ordinary workers and semi-skilled labourers 7,981 7,933 8,161 8,227 8,256 8,256 8,256 
| Labourers . | 8,638 .| 8,603 8,807 8,879 | 8,972 8,972 8,972 
| General in:lex of Industry 7:777 7:7 36 71946 8,012 8,058 8,058 8,058 
| Agriculture . 8,684 8,585 8,794 8,884 8,870 8,870 8,892 
Government Civil Employer P 
Group A (a) 4,124 4,125 4,125 4,125 4,125 4,125 4703 
| Group B (b) 4,955 4,056 4,056 4,056 41056 4,056 45494 
Group C (c) 4,813 4,817 4,817 4,017 | 4,817 4,817 55347 
Subordinate staff ‘ «54405 5.411 S.q4tt | 59438 5,411 5.411 6,057 
| General Index of Government Civil Didtegee | $553 | 4556 4:556 | 45556 45556 4,556 5,090 
| i | 
(a) Administrative grade; (b) Executive grade; (<) Clerical grade. 
Source: Bollettino Mensile di Statistica. 
NATIONAL INDEX OF LIVING COST Table M 
(1938 = 100) 
| | , Heating and : : os ae 
Year or month All Items | Foodstuffs Clothing aa Housing Miscellaneous | 
lighting | 
RE Bie Ss inguin ae 8 Pee OE 
| fee | 
| 4ag5t - a. av. $320 | 6.279 6.975 | 35746 1232 | 2 5.248 
1952 - a. av. 5546 6,541 6,415 | 4,031 1,565 | 5,501 
1953 - a. av. 5,654 6,680 6,224 4,091 1,720 59549 
1954 - a. av. 5,806 | 6,875 6,308 4,074 | 1,826 5,640 
1954 - March $1693 6,708 | 6,306 4082 1,804 54598 
June a 5,850 6,948 | 6,310 4,071 1,818 | 5,626 
September 5857 6,950 | 6,304 4°74 1,841 | 5,660 
December 5882 | 6970 | 6,310 4,069 1,878 59725 
1955 - January 5,880 6,966 6,311 4,060 1,878 | 5.753 
| February 5,867 6,936 6,307 4,060 1,920 5:759 
March 5,880 6,955 | 6,301 4,058 1,920 5,755 
| 
Source: Bollettino Mensile di Statistica. 
PERSONS REGISTERED AT LABOUR EXCHANGE OFFICES (*) Table N 
ies iain Class I | Class I | Class I | Class IV] Class V Fetal 
a (a) (b) (c) (4) (e) of which 
women 
1952 - Monthly oe 1,260,854 588,824 | 132,403 395445 51,883 2,073,409 673,876 
1953 - » 1,281,967 664,566 | 133,071 47,840 53,786 2,181,230 7350134 
1954 - » » 
1954 - March 1,362,289 685,649 | 139,112 54,030 49,200 2,290,280 743,488 
June 1,208,957 631,172 | 135,596 53,116 43,683 2,072,524 746,495 
July 1,202,803 625,017 | 136,482 53557 42,342 2,060,201 746,121 
August 1,192,299 617,849 | 133,996 53,402 42,620 2,040,166 723,873 
September 1,193,093 614,610 | 133,511 53,670 42,511 2,037,395 716,620 
October . 1,230,674 622,238 | 134,828 | 54,589 43,236 2,085,565 727,215 
November 1,298,176 638,110 | 136,978 | 55,868 46,337 2,175,469 736,955 
December 1,428,700 668,400 | 138,500 59,000 49,600 2,344,200 7515574 
1955 - January 1,473,512 683,650 | 138,167 60,627 51,839 2,407,795 732,541 
February 15417,945 | 677,099 | 136,752] 60,355 | 51,073 | 2,343,219 | 711,372 


(*) On the discrepancies between a unemployed and persons registered at Labour Exchange Offices, see, i.a., A. MoLiNart, 
Unemployment Statistics in Italy with Special Reference to Southern Italy, this Review, No. 21, 1952. 
(a) Unemployed workers who were previously employed. (b) Young persons under 21 years of age, and other persons in 


search of their first employment, or discharged from the armed forces. 


(d) Pensioners in search of employment. 
Source: Ministry of Labour. 


first employment. 


(c) Women engaged in house work who are seeking their 
(e) Employed workers in search of other employment. 
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ITALY’S NATIONAL INCOME; 1953 AND 1954 (*) Table O 
Tt is * 1954 

milliards | gy | milliards | gy t~-4 

nn ees we ME OE 
1. Net national product at factor cost. . . . . . . . 8,667 78-1 | 9154 | 77-6 105.6 
1. - Private Sector nea 7,619 69.1 8,064 | 68.4 105.2 
2. - Public Administration . . ‘ 998 9.0 1,086 9.2 108.8 

2. Plus - Excise and local taxes not included i in the evaluation of 

| goods and services . a 1,439 | 13.0 | 1,604 13.6 111.5 
3- Equal - Net national product at " market prices (1 +2)  & ts 10,106 gr.t | 10,758 gi.2 106.5 
4- Plus - Net income from abroad. . = 29 0.2 | 23 0.2 79-3 
5. Equal - National income at market prices G+4) ae? oe 10,135 g1.4 | 10,781 | 91.4 106.4 
6. Plus - Capital depreciation .  . Ta gt ee 958 | 8.6 1,016 8.6 106.1 
| 7- Equal - Gross national income at market prices <-> 2 11,063 | 100.0 11,797 100.0 106.3 


(*) See explanatory notes in this Review, No. 20, 1952, 1st quarter, Table A, page 56. 
Source: See Table C 


























ADDED VALUE AND NET PRODUCT OF THE PRIVATE ECONOMIC SECTOR (*) Table P 
Milliards of lire | Percentages rehad 
. = —-- —j| dex | 
Branches of economic activities “Added. value | Net product Added value | Net i roy 
selene. mech Mec. gun tcian dew cules, tenia TE a ir 1953 | 1954 | 1953 1953 | _1954 |_=10° 
1. Agriculture, foresty and een: - « « « | 2,678 | 2,634 | 2,479 | 2,430 34-2) 29.2) 32.3 | 30.8 | 98.0 
2. Mining industries . . “cer hg 116 | 125 82 88) = 2.3| 12.3 1.2) 1.4 | 107.3 | 
3. Manufacturing industries . . . . . . 35335 | 35536 | 2,947 | 3,119 | 38.7) 39.0) 38.4 | 38.7 | 105.8 | 
4. Building industry . . sa 531 | 609; 478! 550 6.2; 68 6.2 6.8 | 115.0 | 
5. Electricity, gas and water industries ey 255 270 209 220; 2.9 2.9 2.7 2.7 | 105.6 | 
6. Transportation and communications . . . 643 713 531 598 | 765 7.8 6.9 7-4 | 112.6 | 
7. Trade and sundry services. . . . . . 1,340 1,463 1,290 1,410) 15.6 16.2 16.8) 17.5 | 109.3) 
8. Credit and imsurancess . . . ... =. 321 | 351! 307 336 3-7 2-9 4-0| 4.2 | 109.4 
9. Building ° ere 160 175 125 138/| 2.9] 1.9 1.6 | 1.7 | 110.4 
\ 10. less: difference due t to duplications ee ell -779 -821 - 779 | — 821 | - 9.0 | — 9.0 | =10.2 -10.2 105.4 | 
Sl EE - i " a 
Net Product of the private sector . . . . | 8,600! 9,055 dite 8,068 | 100.0 100.0 , 100.0 | 100.0| 105.2 


(*) See explanatory note (b) in this Review, No. 20, 1952, 1st quarter, Table D, page 57. 
Source: See Table C. 























Table Q Table R 

CONSUMPTION EVALUATION IN 1953 AND 1954 CONSUMPTION AND INVESTMENT: 1953-1954 
ee ee ee ee om 
Percentages oe | Milliards Num- 
| __ Items of expenditure inc auae ee ees | 





100 








he 1953 | 1954 | 1954 a 























| . c - a. 1953 | 1954 |1953| 1954] 1954 

| 4, Foodstuffls . . = | 46.8 |- 47.2 | 1006 

. Tobacco and d ink . 10.6 I. 103. : ; ; 

| : phe ligne aaa he o 103.7 ii Private Consumption | 8,317 | 8,723| 65.2) 64.8|104.9 

rel materials for house- 2. Public Consumption | 832! 862) 6.5) 6.5)103.6 
hold ue . . .../ 12.6 11.9 | 94-4 

4. Rents (gross). . | aut 2.2 104.7 | | 3.Gross Investment . 2,284 | 2,443| 17.8| 18.1|107.0 

. Lighting, gas, water, hea- 

5 on 7 agi 2.4 2.5 | 100.4 | @ Exports .... 1,337 15419] 10.5) 10.6|106.2 

6. Domestic service, profes: | 5. Available resources 

sional services and nursing | Total 

| wen 7.8 6.9 | 97a | otal . . . + + |12)770| 134447|100.0/100.0)105.3 

EE atns | OB] PE) | Stan imac «= | rr) eos aa ot 

and hotels 9-5 9-7 | 100.2 | 7. Gross national inco- | 

|  g. Sundry expenses : 1.7 | 1.6 94-1 me at market pri- 

| 10. Durable consumer goods . om. 2 andl 947 ces. we + + IEE,OQ3/ 11,797) 86.9 87. 4 (106.3) 

| Total . . . . | 100.0 | 1.000 | | 


‘ ' ' | 


Source: See Table C. Source: See Table C. 
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ITALIAN INDUSTRIAL PRODUCTION INDEXES (a) 
(unadjusted, 1938= 100) 





SS 
Gene- , Manufactures 

oo 
Year or month ral a. | | L | | Engi.| Non 


|Rubber Power 


i | e | 
Index| ™"8 | Total | Food| ... | P | meer- |metallic| _. 
r -_ micals 
| | oo 





1953 - a av. ww 165 179 | 159 152 170 162 | 225 160 206 
1954-3 av... 181 201 175 158 | 176 174 | 278 | 194 219 


1954 - March . . . | 184) att 179 | 162 I | 189 | 175 | 270 | 215 | 213 
peme . . . «| 598 171 166 136 | 167 163 | 273 | 183 213 
Sept. . . - «| 893 200 186 159 | 193 193 287 | 217 225 
. eee 194 221 189 170 | 190 193 | 293 | 215 226 
Nov... ..j| 185; 221 180 170 171 187 286 | 208 216 
Dec. . . . . | 192] 229 | 186 | 198 184 | 140| 189 180 190 | 288 | 206 228 


1955 - January . . . | 184; 237 177, | 158 | 158 135 192 178 177 288 | 206 227 
February . .| 179| 222 | 174 154 | 158 138 186 | 187 175 | 269 | 206 210 
March . . . | 201 249 195 | 164 112 174 153 209 | 218 | 200 | 309 | 232 233 
(a) The indexes of the Italian industrial production have been recently revised by the Central Institute of Statistics. Accord- 
ingly, the data published in this Table differ from the data published in the previous numbers of this Review. 
Source: Bollettino Mensile di Statistica. 


1992 -@ av. 1. 1 142 145 | 136 | 146 137, | 172 | 142 193 
| 





SELECTED BUSINESS INDICATORS 
Index Numbers, 1948 (annual average)= 100 











l 
Goods | Number . | Iron and stee 


| 

} Sales in 

of weemne ‘loaded “ of tele- | department’ —— Bees 2 A Tourist | Railways 
= | grams di- | movement | _ traffic 

planned | in Italian | stores Orders Stoks 

ports | spatched . 


Number 








188.3 151.2 280.7 202.7. | 153.6 239-9 
185.8 145.4 392.2 | 188.5 138.6 539-1 
194-9 163.8 | 371.2 | 256.7 | 142.4 778.2 
204-3 | 161.2 706.3 | 145.4 | 150.4 244-7 
211.2 | 156.8 330-3 | 170.6 | 191-2 256.2 
206.3 | 135-7 529.0 355-7 191.2 715.1 


372.8 
536.9 
423-0 
594-2 
598.1 
385.8 


227.9 | 164.6 882.9 291.8 163.3 261.1 


218.0 | 1492 | 406.9 eye ‘as 200.5 
204.1 | 162.7 Sr! cacdtnt Wieen 213.8 
234-5 166.2 Be valet ute | diana 263.6 


ee oe te 955-1 
1955 - January . ee" 629.0 


February . . . ++ 516.0 
ee se lw th 614-4 


618.4 | 204.6 | 173-3 412.4 | 280.4 162.5 1,025.8 


Source: Previsioni a breve termine. 


INCREASE OF SELECTED CONSUMPTIONS AND DURABLE GOODS: - Table U 
%o 


change 








1954 


. Consumption of electric 
power for lighting (mil- | 
lions of kwh) (a). . . 2,219 | 2,530 |+ 14.0 } . Automobiles (No.). . 112,110 | 137,310 
. Animals slaughtered in . Motor-trucks (No.) . 8 | 864 | 
Communes of more | } (No.) |, ee somes 
. Motorbuses (No.) . . | 1,633 | 1,997 | 


than 5,000 inhabitants | 
(dead weight, qls) (b) - | 35717,474 4,085,997 + . Farm tractors (No.) . 100,640 | 125,100 
3- Wireless sets (number) | 4,800,170 5» 325,428 (c)) + a. . Conmemotion of Sestil- 
. Consumption of tobac- sere (6) | 
co (qls) . | 416,286 | 444,801 ly ©: | ) | ! 
. Receipts of State Rail- — nitrogen . . . . |1,813,45 [2,100,545 15. 
ways for passenger traf- — phosphoric anhydri- | | 
fic (millions of lire) (d) | 81,803 | 96,122 | + des... . . ~ (344175392 13,973,486 | + 16.3 


(a) The figures relate to 1952-53 and 1953-54. (b) 1st nine months of 1953 and 1954. (c) Inclusive of subscribers to television. 
(d) 1st 11 months of 1953 and 1954. (e) Fertilising content expressed in quintals. 
Source: See Table A. 
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ITALY’S IMPORTS AND EXPORTS BY MONETARY AND GEOGRAPHICAL AREAS: 1953-1954 Table V 
pean > do tn om ah th ee te Alene ae ot: a tec secant 
re 1954 








_Imports . c ee Exports | “Imports _ Exports : 


' milliards | ° | milliards | oy | Deficit | milliards | y | milliards | 9 
of lire /o | of lire of lire | “” of lire | “© 





Western hemisphere (a). . . . | 261 17.2 | 130 | 8|—131 | 219 | 14.6 | 133 
of which: | 
United States and Canada . | 225 | (14. 8) | } 99 . 126 | 193 |(42.9)| 88 
Other countries. . . . - | 36 (2.4)) 31 . 5 26 (1-7) 45 
EP.U. Countless . 2... 2 1,027 | 67.9 626 | -5 | — 401 1,014 67.5 | 688 
of which: | 
Sees ame... . « 20s 421 = (27.8) 199 | (21. 222 | 372 | (24.8)| 202 
Other countries . . .. . 606 | (40.1) 427 | (45-4)! — 179 642 | (42.7) 486 
Other countries with bilateral 
agreements (b) . ..... 159 10.5 4 | 13 164 10.9 157 
Other countries without bilateral | 
SE ce to oh A | 2g | 42 6.9 | 26 
Se eee ee I 18) + 16 | | oO. | 8 | 2.7] 17 








OS * 14513 | 100.0 |— 571 | 1,501 100.0 | 1,022 -0 | 479 


Source: Istituto Centrale di Statistica. 

(a) United States, Portorico, USA Dependencies in Central and North America, Canada, Costarica, Cuba, Guatemala, Haiti, 
Honduras, Mexico, Nicaragua, Panama, El Salvador, San Domingo, Bolivia, Chile, Colombia, Peru, Uruguay, Venezuela. 

(b) Argentina, Brazil, Bulgaria, Czecholovakia, Egypt, Ecuador, Finland, Eastern Germany, Japan, Iran, Israel, Yugoslavia, 
Paraguay, Poland, Rumenia, Italian Somaliland, Spain, Hungary, URSS. 

(c) Albany, Liberia, Buthan and Nepal, China, Korea, Lebanon, Mongolia, Syria, Greenland, Philippines. 


ITALY’S FOREIGN TRADE BY MAIN COMMODITY GROUPS: 1953-1954 Table W 








Imports” | Exports : 


i 1953 ae =. 1954 -}- —L it) ee 
Milliards Percenta- ” Milliards Percenta- Milliards | Percenta- | Milliards | Percenta- 
of lire ges of lire ges of lire ges of lire | ges 





a. ce 5 «tafe i 280 215 14.3 227 aq.1 | 252 24-6 

eee aes se 261 . 253 16.9 212 22.5 | 204 | 20.0 

QS eee ee ee y  T eae 11.5 43 4:6 45 4-4 

Engineering products ... . 223 , a04 1.2840 1. 308 20.4 201 | 19.7 

| Comte end auhe . . . Suis 102 . | 6.2 2 0.2 I Our 
SK ee oe arr Pre | 89 | 9:4 
gt eS Aer 302 . | 22. 9 | 18.8 
1533. =| oo | 1,501 90 | 942 «| 100.0 





Source: See Table C. 





ITALY’S NON-LIBERALIZED IMPORTS Table Y 


' Imports from OEEC Countri 2 
Imports from Dollar area pe and Sterling —" a Imports an Other Countries pratys total imports 














Quota non liberalized Quota non- -liberalized * | Quota non- liberalized 


| ras a percen- 7 
Milliards |as a percen- ls a percen-| Milliards tage of Italy” las a percen-, Milliards|as a pees as a percen- | Milliards Ze non- 
ts fi \t Ital i . 
of lire tage of ee s|tage of a S| of lire ee ee of “wg | ot te limspores frees {ee of _ S| of lire ibera 
jimports from) tota Countries | tota | « other | tota lized 
« dollar areas| imports and Sterling | imports | Countries» | imports 
| Area » | | | 





1946 57-8 93-6 | 62.9 : 96.5 11.5 ’ | 20.9 86.0 | 95.3 
1947. | 227-1 | 85.1 | 47-4 z 45-4 8.6 | 3-7 | 25-4 408.1 81.4 
1948 369.0 94.1 42.3 : 67.1 12.7 5 | 36.1 821.2 gi.t 
1949 344-2 | 99-6 | 40.5 | 8) 55-2 | 15.8 | 7 | Biel 854-7 87.0 
1950 | 249.2 | 99.7 27.7 2) 49:6 | 281 | 6 15.5 897.0 | 71-4 
1951 | 335-3 | 96.5 | 24.4 3| 296 | 17.7 | = | 14-7 1,322.9 | 56.9 
1952 367-7 | 83.0 | ans pert nS | 0.9 | 17.6 | ° 39-6 
1953 246.0 | 776 | 1297 [2 6 ar’ | + we | 16.1 | : 30.2 
1954 | 215-3 | 65.7 9-4 I , 0.9 «| 0.6 2 | 16.7 J 26.7 


Source: See Table C. 






























Banca Nazionale del Lavoro 

















Teble Z 
MINIMUM AND MAXIMUM QUOTATIONS OF SOME ITALIAN COMPANIES QUOTED ON STOCK EXCHANGES 
(Lire) 
= —= ————<— = —_____ _.- =— ——_—_— 
I 9 5 4 ee Fy 
Companies pol Qae M Quarter ' Ill — IV Queers | I Quarter | 








| | | | 
| Maxi- | Mini- | Maxi- Mini- | Maxi- | | Mini- “Maxie | Mini- | Maxi- | Mini- 
mum | mum mum \ mum | mum| mum, mum | mum | mum | mum 
meee eee | eee eee |e 
| . | | 





Financial and Insurance 

























Strade Ferrate Meridionali (Bastogi) . - | 15350, 1,248 1,286) 1,155 1,478) 1,263; 1,697) 1,414 1,850| 1,410, 
S.T.E.T. - Soc. Torinese Eserc. Telefonici + | 25525, 25380) 2,465! 2,120, 2,465 2,280) 2,705) 2,340 2,950) 2,200 
La Centrale. ve + | 9225) 8,485, 8,630| 7,600, 9,200/ 8,240/ 10,250) 8,930) 10,950) 8,200 
ea gd a 1,772| 1,601) 1,630) 1,355 1.925| 1.588 2,705) 1,965' 3,180, 2,500 
Assicurazioni Generali . . . +. + . 13,900) 12, 860) 13,470| 11,950 16,550 13,200! 18,600) 16,370! 19, 795, 15,830 
Riunione Adriatica di Sicurta . . . . 5,925) 5, 315! 5,5775| 5,300, 7,510) 5,420] 7,800 6,950 8,050! 6,895 
Textiles 
Snia Viscosa. — 1,453) 1,312, 1,433) 1,269) 1,450, 1,293) 1,740, 1,414, 1,883 1,340 
Chatillon - Soc. Ital. Fibre “Tessili ‘Art. , 2,645, 2,180; 2,470, 2,100, 2,430) 2,030 2,530, 2,150) 2,465, 2,165) 
Linificio e Canapificio Nazionale . . - | ~ 793) 620 717, 660; 824) 680, 844 768) 790, 600) 
Cotonificio Vittorio Oleese . . - . 2,230, 1,845, 1,910) 1,600| 1,800! 1,640 1,915, 1,500| 1,635| 1,030) 
Cucirini Cantoni Coats. . . . . .- 8,470; 8,050) 8, 100| 7,025) 7,680) 7,150, 8,250, 7,345 8,025, 7,425, 
Cotonificio Cantoni. . - -. ~« «© «© , 12,790) 11,380) 12,050) 10,500, 12,425| 10,800) 13,850) 12 ,030| 13,780 10,325) | 
Lamificio Rosi. . -© - + © « 19,800, 16,900) 19, 375) 14,400 16,450 14,850| 15,875, 13,300] 15,050 12,700 
Minerals, Metals and Enginecring 
Monte Amiata . Sea 4,460 3,600, 5,790| 4,180) 9,225 5,650) 12,950) 8,300) 10,150) 6,450 
Ilva Alti Forni e¢ Acciaierie a’ Italia eae 304, 266) 297) 228; 294) 239) 332, 283) 402) 331 
SS ee ae oe. ee ee 2,261) 2,050) 2,269; 1,215' 1,419] 1,217) 1,495 1,324) 1,600) 1,380 
en. «! ela « » gua 0 eoubloke « 194 171 181) 152 231 177| 245 218 268 209 ' 
SS ae a a on Se eer 723, 639 «9771; +4672 912) 766) 1,249 887! 1,537) 1,185) | 
Ansaldo i oo a te ce ake fe 1,050 800; 1,000 850 1,000) 850) 1,450 860) 2,038) 1,000) 
Bianchi i i A em a 508 193 517 462 647) 478) 915 643! 867 665 
Public Utilities 
Societd Edison . . . . « «| 2,183) 1,996) 2,126) 1,846) 2,390 2,113) 2,536) 2,321! 3,010) 2,475 
C.LELIL . . 4 4 «| 25495} 25303, 2,420] 2,030 2,690, 2,408) 2,885) 2,620, 1,375) 1,220) 
Soc. Adriatica di Eletricitd. . 3... 1,050/ 944, 1,102) 940 1,132) 1,040) 1,190) 1,102) 1,519) 1,280) 
S.LP. - Soc. Idroelettrica Piemonte. . . 1,297, 1,489) 1,274) 1,207 40986) 1,229, 1,362) 1,275, 1,240) 1,084 
Soc. Meridionale di Elettricita. . . . 1,094, 972| 1,086] 960, 1,157) 1,079] 1,195| 1,128] 5,050 4,500 
Soc. Elettrica Selt- Valdarno . . . . 3,800) 3,530 3,760) 3,455) 4430 3,650) 4,570 4,300] 4,990! 4,500 
Soc. Romana di Elettriciti. . . . . 41030) 35597) 35755 35499, 4,425) 3,650 4,560 4,230) 
Soc. Telefonica Tirrena - Serie A - - } 6<0) 6 6 ‘ 
| Soc. Telefonica Tirrena - Serie B . . 3 3 5°) 3+F39} 3x90) 24900} 30445) 24995) 35559) 3+230| 39945) 34100 
| Italcable . . » + + | 49380) 4,050) 4,350) 3,900 4,550) 4,000 5.560 4,425) 5:705) 4,600 
| | | 
Foodstuffs | 
| } | 
| Egidamia - Zuccherifici Nazionali . . . 22,750) 18,9501 23,300 20,480) 26,000, 21,950) 26,800) 24,400| 28,400 22,900 


| Soc. Italiana Industria Zuccheri. . . . | 18 ,400) ay 191950) 16,500) 26,700] 19,575! 26,900) 24,550! 26,800! 21,350 


Chemicals | | 
Montecatini. . . 16424) 927) 1,390] 1,228 1,491) 1,275) 1,705! 1.446, 2814 1,745 
A.N.I.C. - Azienda Naz. Idr. Combustibili . 1,458) 1,403! 14457) 1,230, 1,395) 1,275, 1,485, 1,30 2,540 1,405 
Societa healiana per il ae ‘ 1,364) 1,174) 1,447) 1,259 1,497 1,368 1,500, 1,315 1,640 1,367 










Sundry | 








Soc. Gen. Immobiliare .. . wie) ee 383] 412} 370, 442) 385) 552, 431 683 520 
Istituto Romano dei Beni Stabili - + + | 8,600! 8,108} 8,280) 6,180, 8,650! 7,475) 9,675) 8,500 9,850, 8,300 
Pirelli Soc. per Azioni. . . . ~ ~ | 1,905} 1,730, 1,845] 1,605) 2,045) 1,809 2,735) 2,080) 3,250) 2,600 
| Htealeementiw 2 5 ss te ew | 99530 8,580, 9,515) 8,400) 10,800 9,265 12, 12§| 10,700 12,390/ 10,750, 





| Cartiere Burgo . -. + - + © «© - pons 9,900, 10,900! 10,000, 13,060 no,hte) 13. ,600; 12,700 14,125 12,200 
| | j | ' | 





Source: Bollettino Mensile di Statistica. 
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BRANCHES IN ITALY 
BRUNICO SCHIO 
MERANO VERONA 
BOLZANO VICENZA 
TRENTO UDINE 
BRESCIA PADOVA 
MANTOVA MESTRE 
BERGAMO GORIZIA 
MODENA VENEZIA 
como TRIESTE 
CREMONA x TTOM. DI CHIOGGIA 
MILANO Y e CHIOGGIA 
PAVIA WN FERRARA 
BIELLA GA: BOLOGNA 
VERCELL! . , RAVENNA 
TORINO —— FORLI 
CORTEOLONA “ot oP RIMINI 
STRADELLA a> .* RICCIONE 
CAST. S.GIOVANNI\/ ee CATTOLICA 
CUNEO . PESARO 
VOGHERA FANO 
SAVONA SENIGALLIA 
SAMPIERDARENA ANCONA 
CASTEGGIO URBINO 
GENOVA ves! 
PIACENZA PORTO RECANAT! 
FIORENZUOLA D'ARDA CIVITANOVA M 
PARMA MACERATA 
CARRARA FERMO 
REGGIO EMILIA PORTO S.GIORGIO 
Lucca S.BENEDETTO DEL TR 
PORTO TORRES FABRIANO 
ALGHERO ASCOLI PICENO 
SASSARI LECCE 
LIVORNO BARI 
MONSUMMANO PESCARA 
EMPOL) LANCIANO 
PRATO CHIETI 
FIRENZE TERAMO 
GROSSETO CORIGLIANO C. 
CAGLIARI CROTONE 
PERUGIA NOLA 
CIVITAVECCHIA COSENZA 
FOLIGNO SALERNO 
ROMA FRATTAMAGGIORE 
L'AQUILA NAPOLI 
LATINA ROSARNO 
SULMONA REGGIO CALABRIA 
BENEVENTO MESSINA 
PALERMO CATANIA 
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NEW YORK - 1, Wall Street — LONDON E C. 2 - 54, Threadneedle Street 
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RIO DE JANEIRO - Rua Visconde de Inhaima, 134 


MADRID - Calle Principe, 12 





